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Purchasing Power of the Farmer—The Reparations 


Progress Toward Easy Money Is Slow 
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Agreement—The Market Prospect 


HE sharp rally in the first half of January—partly on 

fi covering of shorts and partly on investment buying— 

was followed by a natural reaction, but the dullness 

of the market and the narrow price movements showed plainly 

that the pressure of liquidation was past, and prices soon be- 
gan to work slowly upward again. 

Dullness is at the moment the only feature, if feature it 
can be called, and that condition is probable throughout most 
of the winter. 
1920, will necessarily be followed by a longer or shorter 
period of rest and recuperation before substantial advances 
can be maintained. sss 


» ANUARY has demonstrated the cor- 
MONEY rectness of the view several times ex- 
PROSPECTS pressed in this department—that Federal 

Bank rediscounts, having acted as an elastic 
buffer against a rising money rate in 1920, would in a similar 
manner tend to retard the fall of money rates. 

Under the old bank system, there would have been a liberal 
return of money from the country to New York in January, 
as a result of seasonal dullness and the liquidation in com- 
modities. In January of this year there has been a decided 
improvement in the condition of the Federal Banks, bringing 
the ratio of reserves up to 49%; but the slack has been taken 
up by a reduction of rediscounts and therefore of outstand- 
ing currency notes. 

This, of course, is exactly the “elasticity” that used to 
be talked about as so essential in a revision of our bank sys- 
tem. It has been duly attained and is operating to ‘‘stabilize”’ 
—as the popular phrase goes—money and credit conditions. 
It prevented panic in 1920, and it will prevent that big accu- 
mulation of idle money in the banks which formerly marked 
the post-panic period. 
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A year of almost continuous liquidation, like . 


The fact that some of the other districts are still drawing 
upon New York for additional credits at a time when a return 
of money to this center would naturally be looked for is, 
however, not entirely due to the banking changes. It is in 
part due to the holding of cotton in the South and to the fact 
that many banks are still extending extraordinary aid to 
business men who suffered embarrassment through the pre- 
cipitate fall of commodity prices last year. In the South, 
the two factors are very closely interwoven, for holding of 
cotton not only demands additional credit to carry the cotton, 
but it reduces the buying power of the farmer and so affects 
all lines of business. 

In the West, the holding of crops has been somewhat over- 
estimated as a factor of depression, and a freer movement is 
beginning to appear. The principal difficulty in that section 
is that the farmers, representing the largest single body of 
consumers, are buying as little as possible until retail prices 
fall further. 

This is a condition which cannot be immediately cured. 
Only time, the universal physician, can bring about the nec- 
essary readjustment, and business failures will doubtless con- 
tinue to run considerably higher than in recent years. On the 
other hand, we are clearly on the road to improvement, slow 


though it may be. se 


PURCHASING 
POWER OF 
PEOPLE 


MR. KING'S interesting analysis of total 

farm values on another page of this 
issue sheds light on the purchasing power of 
the farmers. Total crop and live stock 
values for 1920, measured by Dec. 31 prices, were about 
83% above the total for 1913. There should of course be a 
normal increase in quantities produced, so we might perhaps 
figure the farmer’s purchasing power at 175% of that of 
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1913. The average cost of living Dec. 31 was about 
185% of 1913. 

The farmer was, therefore, at some disadvantage as com- 
pared with pre-war conditions, in a comparison with all other 
lines of business taken together. But it is the suddenness of 
the change from his very high purchasing power in 1919 that 
is the principal cause of his extremely economical buying for 
the past few months. 

Total wages paid out by New York State factories, on the 
other hand, in December, 1920, were about 195% of the 
1913 level, showing that the purchasing power of factory 
workers had not suffered as much as that of the farmers. But 
there has been a further decrease in employment since then, 
so that the difference now is probably not very great. 

It must be borne in mind that the farmer usually has reserve 
buying power. His income changes from year to year accord- 

ing to the success of his crops, and while he buys more freely 
in a profitable year, his buying power is by no means ex- 
hausted by one or even two unprofitable years. 

An Iowa farmer and banker is quoted as saying that 70% 
of the corn belt farmers are still relatively prosperous, 25% 
are slightly cramped for funds but not seriously, and less than 
‘5% are actually in difficulties. 

The farmer is now obliged to sell at relatively low prices 
crops that were raised in a period of high costs, but in this 
respect he is in no different position from almost every other 
business man. 

There is no question that confidence is gradually being 
regained among farmers and country bankers. The fear of 
widespread failures among country banks has passed, and 
farmers are slowly perceiving that they are not suffering any 
worse than the producers of other raw commodities. .@n the 
other hand, agricultural buying will probably not again be- 
come normal until the farmers begin to get the money from the 
next crop, which will be raised at lower costs. 

There will be an increase in buying, though not up~to 
normal, when the farmers are convinced that prices in general 
have reached a fairly stable level. At present they are wait- 
ing, so far as possible, for retail prices to decline to a level 
with farm products—something that will happen, but slowly. 


* &£ 


ARDLY any one in America can 
figure out how Germany can meet the 
terms agreed upon by the Allies, for several 
years to come, at least. A rehabilitated 
Germany, industrially efficient and courageous once more, 
could doubtless make the required cash payments—though 
even then the export tax would be a doubtful expedient. But 
how Germany in its present plight, and with its exports ham- 
pered by the new tax, could make the immediate gold pay- 
ments required, is more than American economists can work 
out, even theoretically. 

Germany has a month in which to consider the matter 
before agreeing to it, and if she does not so agree, the Allies 
plan, it is reported, to administer German taxes themselves. 
This would be a very difficult task and would not be likely 
to encourage the Germans to put forth energetic efforts at 
recuperation. The most probable outcome is perhaps a modi- 

fication of the plan which will relieve the immediate burden 
o> Germany. 
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REPARATIONS 
AGREEMENT 





The fact that an agreement has been reached among the 
Allies is in itself moderately encouraging for the world’; 
business outlook, but is not likely to have much immediate 
effect on American trade. 

* 8 # 


HIGH NVESTMENT circles are pretty much 
GRADE agreed as to the prospects for good bonds 
and high grade preferred stocks over a long 


INVESTMENTS 

. period. They have, in fact, been so cheap 

that it may almost be said that there is but one way for them 
to go. 

As to the question how fast such securities will rise there is 
much disagreement. In a recent issue of this magazine, Sir 
Edward Mackay Edgar, whose opinion is certainly entitled to 
respect, expressed his belief that world money rates would 
fall but little if any for years, because of the world-wide 
demand for capital in the face of a big diminution of the 
world’s supply of capital by the war and the general dis- 
ruption of the industrial machinery which enables the human 
race to accumulate capital. 

Of Europe, which in itself comprises a considerable part 
of the commercial world, that view is possibly correct. It is 
certainly much less true of other continents, notably the 
Americas. A very moderate period of readjustment will put 
the non-European world in a position to resume active pro- 
duction and accumulation. 

Europe will continue to draw upon our capital in various 
ways. We are already a creditor nation to the tune of nearly 
$20,000,000,000, only a small part of which may be ex- 
pected to prove finally uncollectible. That prodigious sum 
will almost certainly be further increased by other loans, but 
so far as those loans are made to aid foreigners in buying our 
goods the immediate effect on our industries will be nearly as 
beneficial as though the money were invested in the United 
States; and eventually we shall draw a tribute in interest that 


. will vastly increase our wealth. 


e 8 & 
THE N upward swing in the general market, 
MARKET after the prolonged liquidation of late 
PROSPECT 1919 and 1920, is unquestionably due and 


our belief is-that it is already under way. 
We do not, however, expect any immediate enthusiasm. 
There is still a great deal of cleaning up to be done. The 
market will discount the improvement in advance, but we be- 
lieve that this discounting process will be gradual and inter- 
rupted by reactions, to correspond with what must be, it seems 
to us, a slow and gradual strengthening of the general in- 
dustrial situation. 

Business profits in 1921 will not be the big and easy 
profits of 1919. Buyers of industrial stocks, therefore, will 
need to exercise due care in selection of issues, studying the 
profit-making possibilities of each industry and company. 

The immediate prospects of the rails are not brilliant, with 
the exception of a few companies which are recording un- 
expectedly good earnings. Beginning April |, however, coal 
contracts will’ be at new and very. much lower prices, and 
operating efficiency ‘will gradually improve. Because of the 
very low plane of ‘prices, there is sclid investment buying of 
issues which buyers believe to be the best. 

February 1, 1921. 
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Business Recovery Under Way 






War’s Heritage of Confusion and Waste Gradually Being Overcome—Gradual Readjustment 
and No Extreme Boom Likely in 1921 
By JOHN E. ROVENSKY, Vice-President, National Bank of 


USINESS during the year 1921 will 

present many contrasts with busi- 

ness during the years 1919 and 
1920, but the events of those two years 
must be kept clearly in mind in con- 
sidering the outlook for this year. The 
origin of many tendencies and the 
causes of many conditions which will 
prevail during 1921 are to be found in 
the occurrences and circumstances of 
the years subsequent to the war because 
the great business disturbances which 
characterized that period have not yet 
run their complete course. 


Too Much Business in 1919 


The year 1919 was one of excessive 
business activity, primarily due to the 
fact that the world came out of the 
war with great shortages in goods of 
all kinds. There was widespread dis- 
organization of industry, commerce and 
finance and the productive forces of all 
the leading nations were seriously im- 
paired or thrown out of adjustment for 
peace conditions. As a result of these 
circumstances a tremendous world de- 
mand, both for goods for current con- 
sumption and for materials for perma- 
nent rehabilitation, was focused upon 
the United States, which was in the 
most advantageous economic situation 
as compared with the rest of the world. 
There resulted an- unsurpassed period 
of business expansion in America, char- 
acterized particularly by an abnormally 
unbalanced foreign trade, which, in 
large part, was financed by non-liquid 
credit. 

The inevitable outcome of these con- 
ditions was an era of rising prices, 
wages and profits, marked by ex- 
travagance and speculation in many di- 
rections, involving not only the securi- 
ties markets, but also basic commodi- 
ties and merchandise as well. Rising 
prices, the great volume of business, 
speculation and the resultant expansion 
of credit reacted upon one another. 
The tremendous momentum acquired 
by these various business phases in 
1919 continued into the early part of 
1920. 


Reaction in 1920 Inevitable 


It was not long in 1920 before it be- 
came evident that a reaction was due. 
The strain on credit became so great 
as to require readjustment, particularly 
in respect to its impaired liquidity, 
which was produced by the volume of 
war paper still burdening the nation’s 
banking resources and also by the vol- 
ume of non-liquid commercial credits. 
This latter condition grew out of the 
retarded movement of merchandise on 
account of transportation difficulties 
and by the speculative withholding of 
goods from the markets. These cir- 
cumstances restricted the amount of 
liquid credit available to finance current 
productive needs and hampered neces- 
sary business. The advancing cost of 
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credit, in the form of rising interest 
rates, served as a warning that credit 
must be restricted and finally brought on 
liquidation of speculatively held goods. 
The improvement in transportation re- 
stored the movement. of goods to 
market, reducing the amount of credit 
required to carry delayed merchandise. 

This release of goods for consump- 
tion was closely followed by another 
important development. Although dur- 
ing the early part of 1920 there had 
been no evidence of general economy 
in consumption on the part of the pub- 
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lic, and an excess of demand over sup- 
ply continued, there finally developed 
a definite limit to the demands of the 
public at prevailing prices. The public 
first became more discriminating in its 
purchasing and then entered upon the 
prolonged period of abstention from 
buying which ran even through the 
holiday season of 1920. Thus as goods 
came more plentifully to market they 
were met by a rapidly declining demand. 
These combined factors produced the 
great business reaction for which 1920 
will be chiefly remembered. 


Readjustment Not Over 


The great importance of these events 
in respect to the outlook for 1921 lies 
in the fact that the movements they 
represent have not yet reached their 
final conclusion. For 1921, therefore, 
we must look for continued business 
readjustment, but we can at the same 
time face this prospect with confidence. 

An analysis of present tendencies in 
our bank resources indicates that there 
has been a steady reduction throughout 
the year in the volume of government 
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securities both owned by the banks and 
deposited with them as collateral for 
loans. We have every reason to believe 
that this tendency will continue and that 
the war paper held by the banks will 
find its way permanently into the hands 
of investors—where it really belongs. 
It is a tendency that is materially im- 
proving the liquidity of bank credit and 
restoring the ability of the banks to 
meet current agricultural, industrial and 
commercial financial needs. 

We may also expect the reduction in 
speculative loans for transactions in 
commodities to be permanent. During 
1921 prices will fluctuate within more 
normal limits, and therefore there will 
not be the same incentive for the 
speculative withholding of goods from 
market as there has been during the 
recent era of violent price fluctuations. 

Again, there is reason to believe that 
in 1921 we will see an improvement in 
buying, so that there should not arise 
the same necessity to carry retarded 
stocks beyond the normal average of 
commercial credit periods. Resumption 
of a more active scale of buying on the 
part of the public which may be looked 
for during 1921 should result in a more 
normal rate of turnover for merchandise 
stocks. 


Worst Is Now Over 


In view of the foregoing facts the 
fundamental features of the present 
business outlook may be expressed in 
a brief sentence. It is that new signs 
of improvement are developing every 
day. This does not mean that a boom 
is to be expected, but in numerous di- 
rections we see developments that in- 
dicate that the worst is over and that 
more stable conditions are becoming 
an established fact. It is true that some 
lines do not yet show the same degree 
of improvement, but a similar sequence 
of events may be expected to follow in 
them as have occurred in others, so that 
the circle of stabilization should be a 
steadily widening one. 

Of equal importance with various 
physical and financial improvements 
that have taken place in the business 
structure is the obviously more con- 
fident feeling prevailing throughout the 
country. The public is beginning to 
realize that there has been an honest 
revision of prices in many directions 
and there has, therefore, been an in- 
crease in the amount of their purchases. 
Retail merchants also, who have al- 
lowed their shelves to become depleted, 
realize that the public cannot wear its 
old clothes indefinitely, and that the 
time is at hand to prepare to meet a 
replacement demand. 

These factors are beginning to be re- 
flected in some of the primary markets 
in unmistakable ways. The situation, 
therefore, has changed from one of 
pessimism, in which the sentiment 

(Continued on page 505) 
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Samuel W. Reyburn on Retail Trade Prospects 


Surplus Goods Absorbed and Demand Is Reviving—Retailer Must Keep Posted on Financial 
Conditions and Trend of Security Values 


Interviewed by WILLIAM McMAHON 


HE retailer has been standing the 
brunt of the blame for high prices. 
Justice demands that all sides be 

heard, and to this end I called upon the 
president of the Associated Dry Goods 
Corporation, Mr. Samuel W. Reyburn. 
This corporation controls the stores of 
Lord & Taylor and James McCreery & 
Co., besides six other department stores 
throughout the country. Mr. Reyburn 
said: 

“Customers when they write papers and 
officials about the high cost of living more 
frequently mention the retailer, not be- 
cause the retailer is chiefly at fault, but 
because he is the only one in the line of 
production and consumption that the aver- 
age customer knows by name. The re- 
tailer has always delivered the goods, col- 
lected the money and adjusted the com- 
plaints. The experience of the average 
customer extends no further.” 


Combination Difficult 


Since the retailer has been so frequently 
blamed for the high cost of living, I asked 
this question: “How far is it possible for 
retailers to combine and maintain high 
prices?” . 

“The history of agreements of all kinds 
shows that the smaller the group the more 
readily its members stick together in @ 
common cause. Then the fewer the num- 
ber to be influenced, the greater the op- 
portunity of carrying out their purpose. 
When these factors are present, combina- 
tions may be successful, temporarily, on 
rising markets, but even these fail when 
markets break. It seems practically im- 
possible for so large a group as retailers 
to get together on a competitive matter 
opposed to the interests of a group as 
great as that of the consumers in a large 
territory. 

“The retailer serves an economic func- 
tion and, as all other persons engaged in 
the distribution of goods, he is entitled 
to a fair compensation for his efforts and 
for his risks. He is distributor to the 
army of consumers. He stimulates the de- 
mand that is so necessary if industrial 
society is to be kept employed. 

“It costs a lot to persuade people to 
accept new things. There is also great 
risk in stocking a new article, which the 
public may not buy. Furthermore, the re- 

tailer must pay the highest rents of any 
class of distributor, because he must be 
in a location convenient to his customers. 
Again, while a fair sized department store 
may sell only fifty or sixty thousand cus- 
tomers a month, it must, through its ad- 
vertising and through the courtesy and 
attention shown shoppers who are not 
there always to buy, constantly keep in 
touch with six to eight times that number 
of customers. This is another of the many 
expenses for which the retailer must make 
allowance in marking the price of his 
goods.” 

I asked Mr. Reyburn what about the 
report that some of the dry goods 
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stores would shut down for a while. 

“There is nothing to it. Sometimes fac- 
tories close down, but that doesn’t mean 
that the stores will do likewise. A fac- 
tory usually continues its sales from a 
stock of goods on hand, even though the 
machinery does not operate. It would be 
obviously impossible for a store to do this, 
since selling is their principal function. 
The overhead of a factory is much less 
than that of a department store. It is 
injured only to a negligible degree when 
it céases operations temporarily, because 
if any difficulty arises with its customers 
there are only a few hundred to whom 
explanations must be made. In a depart- 
ment store in a large city, however, there 
are several hundred thousand customers. 
Besides, there is no reason why stores 
should suspend even temporarily. 

“The statistics of. Lord & Taylor show 
that the December business more than 
equalled that of the previous year. The 
increase in efficiency of employees, toward 
which all industries are striving, seems 
to be coming automatically in the case of 
department stores. The store above men- 
tioned has an increase of 10% in selling 
space. The additional volume of business 
was secured and the additional space cov- 
ered with 90% of the number of employees 
of the previous year. That the selling was 
more efficiently done, or that the customer 
was more careful in buying, or perhaps 
both causes contributed, is evidenced by the 
fact ‘that with fewer people on larger 
space, we increased the number of sales, 
and the amount of goods returned by cus- 
tomers for credit decreased over 14% 
from that of the like period of the previ- 
ous year. 

“Is there a surplus of goods?” 

“There was and still is a surplus, but 
it is growing less. The period of inflation 
has changed calculations. In making up 
statistics we have measured volume by 
dollars, not by yards and dozens. We 
thought in terms of dollars and when the 
people heard of the increase in dollar 
volume they thought it was due to infla- 
tion, and that production and consump- 
tion were maintaining their usual balance. 
All hands believed this, even the bankers. 

“From this angle we did not realize the 
old rule that as prices rise, consumption 
decreases. The effect was not at once ap- 
parent because there was an increase of 
jobbers and wholesalers and a general in- 
crease of stocks. The factory continued 
to dispose of its goods and the surplus 
production was not appreciated. The 
banker, the confidante of all, the other 
factor in production and consumption, 
failed to get the warning because he 
listened to the manufacturer who was 
being inundated with orders, and the re- 
tailer who was doing the largest amount 
of business in his history. 

“All talked in terms of dollars. We did 
not realize that we ought to have watched 
the consumption of units in terms of yards 
and dozens, rather than the volume of 
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money in terms of dollars. Now these 
surplus goods are being consumed at a 
loss to the wholesaler and manufacturer, 
and even in some instances to the banker. 
The retailer has had to bear his share. 

“All have learned a lesson. The banks 
and the Federal Reserve Board have 
been reminded in a way they will not 
be likely to forget that a lower rate for 
Reserve Bank discounts than the market 
rate for money encourages undue 
speculation and, consequently, inflation. 


Demand Reviving 


“At present there is evidence that price 
readjustments are working toward a re- 
vival of demand. Merchants are beginning 
to buy. Retailers have had sales, and 
stocks require replenishment. While the 
heavy buying went to the extreme at a 
time when prices were advancing and made 
a period of reaction inevitable, yet recent 
weeks have shown remarkable readjust- 
ments and have enhanced the prospects 
along conservative lines.” 

The successful department store man 
must know all industries, because he buys 
and sells everything. He has representa- 
tives in China, Japan, India, Mesapotamia, 
and remote Tasmania. He must keep 
abreast of production throughout the 
world, and must study imports and ex- 
ports, tariffs, and finances in general. His 
mind must not run in a groove. I hinted 
this to Mr. Reyburn with a view of get- 
ting an expression from him as to what a 
department store man must know,—as to 
what he must read and study. Mr. Rey- 
burn’s answer was interesting: 

“When I was a young fellow I was a 
farmer and believed that farming consti- 
tuted the perfection of production. A lit- 
tle later I went into the manufacturing 
business and then estimated myself as a 
cog in the main wheel of industry. Then 
as a railroad employe, I was told and be- 
lieved that transportation was the most 
important of all the activities of men. Af- 
ter a while, I studied law and was ad- 
mitted to the bar of my state, for I looked 
upon law as the bulwark of civilized so- 
ciety. Then I became a banker and, re- 
garded banking as the real vital element 
in business. Now I am engaged in the 
mercantile business, no less essential than 
any of the others. 

“TI have come to believe that every busi- 
ness is important, and that none is above 
and beyond the others. Let us all take a 
broad survey of industry and appreciate 
the fact that all legitimate businesses are 
inter-related, and that a man must under- 
stand many industries in order thoroughly 
to know his own. Unless he does he is 
depending upon a precarious trinity of 
chance, accident and mistake.” 

“How about Wall Street and the stock 
market ?” 

“The ticker is the contemporaneous his- 
tory of business. All businesses, indus- 
tries, professions, all conduct, measures, 

(Continued on page 461) 
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How Far Will the Next Broad Up-Swing Go? 


An Estimate of Some of the Probabilities and a Consideration of Some of the New Factors 


HE seeds of a bull market are sown 
in times of panic. In one sense 
we have had no panic; in another, 

we have, 

A panic is a condition where every- 
one becomes frightened at the same 
time. During November and December 
everyone was more or less frightened, 
but at different times. 

But let us say, for the sake of argu- 
ment, that all the panic we are to have has 
come and gone. If this be true, a bull 
market should be the natural sequence. 
It always has been thus, and probably 
will be this time. 


The Coming Bull Market Likely to Be 
Different from Others 

There are certain elements that will 
make this bull market different from the 
others, and it is important at this stage 
not to lose sight of them. We must re- 
member among other things that the high 
prices recorded in the bull market of 1919 
were, to a very large degree, for un- 
watered stocks—that is, the Supreme Court 
decision in the stock dividend case was 
an incident which followed, rather than 
preceded the bull market. Therefore, 
these high prices which were recorded for 
numerous issues, principally industrials, 
were for many stocks in their then un- 
diluted state. And while the average de- 
cline in a group of 20 leading industrials 
to December, 1920, amounted to 50 points, 
no such advance should be anticipated in 
the bull market now supposed to be under 
way. 


Increases in Capitalization Are Factors of 
Considerable Importance 


One of the first reasons for this state- 
ment is the fact that the abnormally high 
prices of 1919-20 were the result of con- 
ditions growing out of the war. Such 
conditions and prices are not likely to be 
repeated unless there should be another 
war. 

Other important considerations are: the 
wholesale increase in the number of shares 
outstanding and the fact that a number of 
these have reduced their par values. This 
requires that we entirely alter our views 
as to the extent of the probable rise, even 
if earning power, cash and stock dividends 
were to be duplicated. 

Take the case of General Motors as an 
issue which combines two of these im- 
portant factors, namely, stock dividends 
and reduced par vwalue, and which has 
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Which Will Affect Prices 
By RICHARD D. WYCKOFF 


been further diluted by the issuing of great 
quantities of stock for the purpose of 
financing its requirements. In March, 
1920, General Motors’ old stock sold at 
410. On that date it had outstanding 
1,480,152 shares, which at $410 per share 
aggregated a market value of $606,861,320. 

In January, 1921, General Motors had 
outstanding 20,076,470 shares, with a mar- 
ket value of $15 per share, or $301,147,050. 
It will therefore be seen that when the 
present General Motors stock advances 
from 15 to 30, it will, at the latter price, 
be selling at the equivalent of about 410 
for the old stock. So a rise of five points 
in the present General Motors is equal 
to a great number of points in the old 
stock. 

Many similar instances might be men- 
tioned, and although adjustments are made 
from time to time in the various lists of 
stocks which make up the averages, it is 
best to take the safe side and modify our 
views as to the possibilities in the present 
bull market, so that we shall not be look- 
ing for a 50-point average advance when 
there are only fair prospects of from half 
to three-quarters of that amount. 

As a matter of fact it is very difficult 
for a student, with a market map before 
him, to tell just where he does stand. 
Some securities have not changed in the 
slightest—except others 
have been altered in many respects. One 


hardly knows how to go about combining 
these in such a way that safe conc!usions 
may be drawn. 


in price—while 


Pendulum of Up-Swing May Not Touch 
the High Prices of 1919 


Big markets, such as we have had in 
the past three years, are in considerable 
part “a riot of accumulated margins.” The 
public, delighted with easy profits, imagined 
itself richer than it. was. In the decline 
of 1920 the same public learned a bitter 
lesson. The result should be a veering off 
from the speculative and a greater ten- 
dency toward the investment attractions 
of Wall Street. 

It is quite possible, of course, that if 
excess profit taxes are reduced and busi- 
ness picks up, to anything approaching its 
former state, many people will again be 
carried away by bullish enthusiasm and 
their buying may cause prices to swing 
as far above values as they recently swung 
below it. But even this would not mean 
a duplication of the high prices of 1919. 

Another possibility is the funding of the 
obligations of Europe to the United States, 
in such a way that the securities result- 
ing therefrom will have an international 
market; may be used as a means of re- 


storing exchange and thus lead to fresh 
stimulation of foreign trade. Ten billions 
of dollars thus made available might re- 
sult in inflation and great commercial and 
security market activity; but even if all of 
this should occur, we must remember that 
General Motors and Crucible and the like 
are not in their present status candidates 
for the 200, 300 and 400 class in the quo- 
tation list. 


The January Rally 


As the above dilution of the market 
value per share of many industrial stocks 
continued right up to the end of 1920 
when the market made its low for that 
year, it is important to consider the ex- 
tent of the January rally which repre- 
sented the first rebound from the De- 
cember low. This low figure of the 20 
industrial stocks was the result of abnor- 
mal conditions,. but then panicky condi- 
tions are always abnormal and we cannot 
therefore give it any special significance 
from the angle at which we are approach- 
ing the problem. In bear markets there 
is always a lot of bearish over-enthusiasm, 
just as there is over-confidence on the part 
of the bulls at the top of a boom. The 
market, after first licking the bulls, turns 
around, as the saying is, and licks the 
bears; then when everyone is thoroughly 
licked the market settles down to form a 
foundation for a normal and more healthy 
situation. 

In the case of the January, 1921, rally, 
the average prices advanced, up to January 
11, nearly 10 points, and it would be in- 
teresting to know the proportion which this 
rally will bear to the entire up-swing of the 
bull market which should, in the natural 
course of events, follow the bear market, 
which has apparently culminated, so far 
as the industrials are concerned. 

If, for example, a certain group of 
stocks declined 50 points from the 1919 
high point, and then recovered from the 
December low 10 points, this would rep- 
resent a recovery of 20% of the entire de- 
cline; but if owing to changed conditions 
the entire advance in the bull market 
should amount to only 40 points, then a 
10 point rally would be one-quarter of the 
expected recovery. We do not say that 
this will be the case, but are calling at- 
tention to the necessity for bearing in mind 
all the elements which go to make up the 
price averages on which many forecasts 
are based, and which so many people em- 
ploy as trend indicators and in order to 
gauge the extent of the principal swings 
of the market. 

There are factors, such as the decline in 
commodity prices, higher railroad rates, 
foreign competition in the shape of imports, 
curtailing of foreign purchases owing te 
weak financial condition of eountries 
abroad, and other elements which may 
further tend to keep down earnings of in- 
dustrial stocks to a greater or lesser ex- 
tent. 
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Part II1—Position of Railroad Stocks 


The Speculative Element in This Class of Securities Will Gradually Decrease—Present Outlook 
Not Inspiring on Account of Decline in Traffic But This Should Gradually Be Offset 
By Reduction in Operating Expenses 


HEN the Railway Transportation 

Act was put into effect last year 

there was much jubilation among 

holders of railroad shares because it was 

figured that the 5%4-6% “guaranty” had 

placed railroad earnings on a sound foot- 
ing. 

Operating returns during the first four 
months of complete private control, Sep- 
tember-December, 1920, showed that this 
“guaranty” was, at any rate, not imme- 
diately operative. For when the returns 
came in, it was found that, despite the 
increase in freight and passenger rates, 
the Class I railroads had only earned 
43% on an annual ‘basis, instead of the 
minimum 5%4% they were supposed to 
earn on their property value. This fell 
considerably short of meeting full in- 
terest and dividend requirements on the 
railroads, as a whole. 


The Decline in Traffic 


While the significance of the results ob- 
tained by the carriers during their first 
few months of private operation was early 
understood by those close to the situation, 
the public as a whole has only recently 
come to appreciate its importance. Dis- 
couraged holders began to sell and at the 
end of 1920 the average for railroad stocks 
was down to nearly the lowest reached 
since 1909. The rails have had some little 
recovery since, but it is not a convincing 
demonstration of strength. 


So far as can be determined by the 
present action of the shares and the funda- 
mental economic factors now operating, it 
cannot be definitely asserted that the trend 
for the railroad shares, as a whole, has 
turned upward. Traffic is on the decline 
and the general situation does not seem 
to warrant belief in any important in- 
crease for some time to come. 


Under the circumstances, the operating 
returns for September-December will prob- 
ably not soon be bettered. This is hardly 
the basis for an upward swing in the rails, 
aside from such temporary technical con- 
ditions as may develop within the market 
itself. 


More Distant Prospects. 


While the decline in traffic and conse- 
quently in earnings is decidedly the pre- 
ponderant element in the present situa- 
tion, not all is gloomy.. Under the sur- 
face, there are highly important develop- 
ments in the making which will inevi- 
tably alter the situation. 

These developments are the decline in 
the cost of materials and fuel, the elimina- 
tion of surplus labor and the more efficient 
employment of equipment. It will be 
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realized that all these factors will reduce 
the expense accounts of the carriers by 
a wide margin—possibly enough to 
offset, in the main, the decline in earn- 
ings caused by the economic depression. 


These important developments have not 
yet affected income accounts to any im- 
portant degree, nor will they do so for 
some months; but there can be no question 
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that eventually they will exert their effect 
and when that has become more apparent 
in dollars and cents, the railroads will be- 
gin to make a more favorable showing 
than they have made in the recent past. 
Within a few months, assuming that the 
traffic decline is not further accentuated— 
and there is no valid reason to believe 
that it will be—the railroads may turn 
the corner and the proper groundwork for 
an upward movement may be laid. 


How Far Will the Advance Go? 


An interesting question is: How far 
may the advance. when it comes, be ex- 
pected to go? 


In estimating the probable extent of such 
an advante, it must not be forgotten that 
the railroad situation has completely 
altered since 1909. The speculative ele- 
ment in railroad shares .was then very 
pronounced. The earnings of a railroad 
were not fixed except by the capacity of 
the road and the ability of the manage- 
ment to get business. 


According to the Railway Transporta- 
tion Act, the carriers are allowed rates 
which will earn from 5% to 6% on their 
property valuation. A surplus of earnings 
above this rate, on the part of any road, 
must be divided with the Government. 
This clearly limits railroad dividends. 

There will come a time when such re- 
turns will not vary greatly from year to 





year and gradually railroad shares will be- 
gin to act more like bonds. 


In other words, prices of standard high 
grade rail stocks will rise and fall chiefly 
under the influence of money rates. 


The prospects for the long distance fx 
ture, therefore, assuming that all the now 
vexing problems are disposed of, is for’a 
stability of the sound railroad shares com- 
parable to bonds and preferred stocks. 
In a word, they will eventually belong to 
the fixed-income-bearing securities class. 


This probable advance is therefore con- 
siderably limited. Assuming that a road’s 
earnings permit dividends of say $5 a 
share on the common stock, the price to 
which that stock can advance will be 
limited by what such a dividend paying 
stock is worth. Years ago a $5 dividend 
on a railroad stock would have entitled 
it to sell at close to 100. Today money 
is dearer and the interest rate is likely 
to remain for some time at a higher level, 
so that on a $5 basis, the price of the 
stock would be well below par. 


In general, it must be apparent that a 
bull market in the rails, when it comes, 
will be a limited affair. It is even more 
clear that when the higher level has been 
reached, prices of assured dividend-payers 
will stabilize themselves much in the 
fashion of fixed-income-bearing securities. 


The Immediate Outlook Not Encouraging 


For the present, however, there is no 
reason to expect any broad upward move- 
ment in railroad shares. The necessary 
readjustment of prices of different rail- 
road securities to the new conditions re- 
sulting from the railroad law has not been 
completed. Some are doing much better 
than expected, others much worse. 


The three months’ earnings which are 
available as a basis for estimates of fu- 
ture income have shown many surprises, 
and they have taken place during a period 
of general readjustment of industry and 
prices. Conclusions drawn from them 
must necessarily be merely tentative. 


But considering a general average of 
rail prices, such as is shown on the graph 
herewith, the outlook is for a period of 
minor fluctuations at a relatively low level. 
Special opportunities must be sought in 
changes in the prospects for individual 
roads, rather than in any broad move- 
ment of railroad stocks as a class. 


There are some roads which have 
shown a very gratifying earning power 
under the new rates. Attention has been 
called to most of these in special articles 
in this magazine from issue to issue. It 
is true that conclusions in regard to such 
roads cannot be accepted as final, but the 
market will be affected by conditions as 
they develop, and the best opportunities 
in railroad stocks will result from a study 
of changes as they occur. 
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Part I11—The’ Future of Industrial Common Stocks 


Their Multiplied Advantage in a Commodity Price Boom—Varied Influences Now Operative 


HE dizzy heights reached by industrial 
T stock prices in 1919 were fully ap- 
préciated by but few, even among 
reasonably careful students of the market. 
The Dow-Jones average of industrials is 
the only one, so far as I know, that goes 
back to 1900. For that reason it was used 
in the preparation of the graph which ac- 
companies this article. But it will be noted 
that beginning after the period when the 
Stock Exchange was closed in 1914, this 
average was changed from 12 industrials to 
20, and that the new average started from 
a much lower point on .the scale. The 
result is that the part of the graph follow- 
ing the change is not directly comparable 
with the part before that date. 

Turning to the New York Times aver- 
age of 25 industrials, which began later 
but continued through 1914 without change 
of scale, I find that the high point of 
1919 was 185% of the high point of 1912. 
If the original Dow-Jones average had 
advanced in the same proportion it would 
have reached about 174, as against a low 
point of 40 in 1903 and a high point of 
78 in the very great prosperity of 1901. 

That is, the average price of industrial 
stocks in the boom of 1919 was about 2% 
times their average price in the boom of 
1901. But the high price of the rail aver- 
age in 1919 was only about 70% of the 
high price of 1902, when the rails went 
higher than in 1901. 


The Reason Is Clear 


The important and fundamentally con- 
trolling reason for this wide disparity is 
perfectly clear. It lay in the tremendous 
rise in commodity prices, of which the full 
effects have not been and are not yet 
understood by the general public. 

Rising prices meant higher costs for 
the railroads, and the price of their prod- 
uct—transportation—was for a long time 
fixed and even in 1919 had risen but little. 
The industrials, on the other hand, were 
able to raise the prices of their products 
in advance of the increase in their costs of 
production; and in addition they were able 
in most cases, because of the general 
speculative enthusiasm and spirit of reck- 
lessness among buyers in a period of 
rapidly rising prices, and because of the 
acute demand which grew out of the war, 
to mark up their profits not only in pro- 
portion with the rise in prices but even 
more than that. 

That much is quite generally understgod. 
But the way in which this difference of 
economic position was multiplied and con- 
centrated in its effect on the common 
stocks of the two classes of companies, 
is quite as generally overlooked. 

Part of the net profits of most companies 
goes to fixed-income-bearing securities, 
which precede the common stock in their 
claims on earnings. Profits may double, 
but these fixed-income securities—bonds 
and preferred stocks—get.only the same 
amount as they got before the change in 
profits occurred. And though profits may 
be cut in two, these fixed-income securities 
get their pound of flesh even though there 
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nothing left for the common 


may be 
stock. 

So if half of a company’s capitaliza- 
tion consists of bonds and preferred stocks, 
a doubling of profits means three times 
as much earned for the common. Where 
the bonds and preferred stocks previously 
got half the net profits, they would get 
the same amount of money, but that would 
represent only one-quarter of the total, 
so that three-quarters would be left for 
the common stock. The common stock 
would get three-quarters of a doubled 
profit, instead of one-half of the original 
profit. 

War profits were often three, four, 
or ten times peace profits. At four times 
as much, the balance for the common 
would be multiplied seven times—assuming 
that the common got half the pre-war net 
income. U. S. Steel common represents 
about one-third of the capitalization. Com- 
pared with pre-war years when it got one- 
third the income, the war balance for com- 
mon was multiplied seven times. 

This was, roughly, the position of the 
jndustrial common stocks in the wild com- 
modity price boom of 1919. 








But if the same company’s profits were 
cut in half instead of being doubled, the 
bonds and preferred stocks would still have 
to get the same amount of money before 


the common could get any. This would 
ordinarily mean that little or nothing 
would be left for the common stock— 
which was approximately the position of 
railroad common stocks at the end of 1919 
and early in 1920. It was a situation 
which absolutely compelled a complete re- 
arrangement of the affairs of the railroads. 


Where Next? 


Where does this leave the industrials 
now that 70% of the great war rise in 
raw commodities—measuring from the 
average level of 1913—has been lost? 

Manifestly their common stocks have 
not yet lost all of the advantage of their 


strategic position as compared with fixed- 
income-bearing securities, for the com- 
modity price level is still 38% above 1913. 
If we had had no war, and commodity 
prices had risen 38%, we would have con- 
sidered that a big change. 

It is to be borne in mind, also, that the 
commodities included in this index (Brad- 
street’s) are mostly raw or partly finished 
materials, rather than manufactured 
articles. The latter have fallen less than 
materials. Whether they will fall to a 
level corresponding to materials, or 
whether material prices will rally, remains 
to be seen. Perhaps the two will ap- 
proach each other. But the point is that 
many industrial companies are now buy- 
ing at relatively lower prices for raw ma- 
terials than they are quoting on sales of 
their finished product. 

The principal reason for this wider 
spread than formerly between the raw 
material and the finished product is the 
high cost of labor. This fills the gap, and 
robs the companies of most, if not all, of 
the advantage of the wide spread. 

Most industrial companies have built 
themselves up out of their war profits, so 
that they are in a much more stable po- 
sition financially than they were in 1913. 
Their quick assets have had to be marked 
down with the deflation of inventories, 
but many of them have good cash reserves 
left over after the excitement, and nearly 
all of them have bigger and better plants. 

They are not likely soon to get the 
benefit of any such price inflation as re- 
sulted from the war, but there will, as 
before, be times of rising prices, even 
though the “long trend” of commodity 
prices during the next decade may be 
downward—which, of course, is by no 
means a certainty, in view of the great 
changes throughout the world in money 
and credit conditions. 

In some lines our manufacturing ca- 
pacity has temporarily outrun the growth 
of normal peace demand, and it will take 
a few years for demand to catch up. But 
it will catch up. There is no argument 
about that. Demand is something that 
never stops growing, except temporarily. 
We never get through wanting something 
more. And the baby carriages of Brook- 
lyn and elsewhere give no evidence of a 
decrease in population 

It seems to me highly absurd for every- 
body to have the blues just because we 
are suffering the after-woes of a big fall 
of prices. We shall have our ups and 
downs—we can’t expect them to be all ups. 
We shall forget our fears in a year just 
as we have forgotten them so many times 
before. 

Such wild price advances in industrials 
as we had in 1919 are unsettling and in 
the end harmful. But it isn’t necessary 
for stocks to jump ten or twenty points 
in a day to make a healthy and profitable 
bull market. Five dollars a share on 
two hundred shares add just as. much to 
your bank account as ten dollars a share 
on one hundred shares. 
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Foreign Trade and Securities 


Priming the World’s Trade Machinery 


Crippled Exchange Rates Withholding Many Goods from Market—The Remedy 


By WILLIS H. BOOTH, Vice-President Guaranty Trust Company of New York 
Member National Foreign Trade Council 


HE International banks are sharing 
with the merchant and manufacturer 
the problems and difficulties of the 

present world situation. The troubled cur- 
rents of trade and finance perplex the 
banker, but he knows that the navigation 
of troubled waters is the special oppor- 
tunity of the skillful and the courageous. 
The conditiens today undoubtedly call for 
the exercise of both skill and courage to 
an unusual degree, but I believe that both 
of these qualities exist in ample volume in 
the United States to meet whatever trials 
we encounter in the immediate future. 

No nation should be able to face what- 
ever tasks are before it better than our 
own. Our fortunate people live under in- 
stitutions which we find good. Our wealth 
is so abundant that we can, if we will, be 
a tower of strength in a distracted world. 
At the period of the American Revolution, 
the per capita wealth of the new republic 
was only $172. Today it is more than 
twelve times that sum, and the nation’s 
capacity for the production of food, raw 
materials and manufactures, as disclosed 
by its efforts during the war, is equal to 
almost any demand that might possibly be 
made upon us. 


The Federal Reserve System 


We must always congratulate ourselves 
upon the most opportune change that was 
made in our banking system a few years 
before the war through the passage of the 
Federal Reserve Act, as this has enabled 
us to weather the difficulties of the war 
period in a way that could not otherwise 
have been possible. The extension of our 
banking system to foreign countries, which 
came about under the terms of this Act, 
equipped the United States for the present 
emergencies and will permit us to play a 
much more active part in world finance 
and trade in the future, as befits our pres- 
ent position as a leader in this field. 

Two years have passed since the armis- 
tice, and we see more clearly today what 
the destruction of wealth and industries 
which took place during the great war 
meant to the world. Moreover, we realize 
now,’ as never before, how intricate the 
commercial and financial organization had 
become and how profound the effects must 
be when any part of it is destroyed or its 
operations interrupted. The fact of the es- 
sential interdependence of nations has been 
brought into sharpest relief before our 
eyes. We see every market now suffering 
from the serious reduction of production 
and consumption in Europe. The former 
balanced exchange of commodities, which 
enriched all the parties to such exchange, 
has been so disturbed that the resulting 
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paralysis is felt in the remotest districts of 
the globe. It is disclosed in falling prices, 
in the accumulation of commodities in 
warehouses, and in the slowing down of 
industries. 

The international banking system is the 
network upon which is supported the flow 
of goods between the nations. Through 
its highly organized service are cleared the 
innumerable transactions of overseas trade. 
International bank balances parallel the 
record of international trade balances and 
when, as is the case today, the stresses 
upon this system are abnormal, we see the 
effects in the depreciated exchange value 
of currencies and in the difficulties that 
surround the collection of drafts, and other 
details of foreign banking service. 

The causes of all this economic trouble 
seem plain enough, and we might say that 
the remedy is also clear. One hundred and 
sixty million people in Russia, a great pro- 
ducing and consuming market, are with- 
drawn for the time almost completely from 
this world exchange of commodities. In 
Central Europe the war has also reduced 
production and consumption to a marked 
degree. The cotton textile mills there, for 
example, used to purchase hundreds of 
thousands of bales from our southern 
States. This cotton now lies in ware- 
houses in the South and is a heavy burden 
upon the economic life of that part of our 
country. Food exporters all over the 
world feel the effects of the under-con- 
sumption that misfortune imposes on 
Austria and other war-impoverished areas. 
Hides and skins in markets of origin 
everywhere now fail to find buyers, because 
the manufacture and use of leather has 
been so reduced among the great popula- 
tions to which I have referred. 

Jute in India, rubber and coffee in 
Brazil, wool in Australia and the Argen- 
tine, and a score of other raw materials 
and food products that might be named 
are moving to markets in greatly decreased 
volume, or not at all. On a large propor- 
tion of these commodities banking funds 
have been loaned in all countries. A simi- 
lar situation exists with American manu- 
factured products that have been exported. 
In many cases, drafts covering shipments 
have been discounted by our domestic 
banks and the very numerous cancellations 
of foreign firms and refusal to honor these 
drafts have left a legacy of trouble all 
along the line for the banks, the merchants 
and the manufacturers. 


Other Countries Hurt by Exchange Col- 
lapse 

In Australia there is a financial situation 

which renders it almost impossible for im- 


porters there to purchase dollar exchange 
with which to continue trade with the 
United States. In Cuba and Paraguay 
there are moratoria. The fall in the value 
of silver has occasioned a serious embar- 
rassment in the banking community in 
Mexico. The high exchange value of the 
dollar is in itself alone a strong deterrent 


_to purchasers ‘abroad, however, urgently 


needed our products may be. 

In many foreign countries it is upon the 
branches of American banks and their cor- 
respondents that has fallen the burden of 
disposing of shipments refused by con- 
signees or the task of returning these ship- 
ments to the United States. The Ameri- 
can banks have also had considerable 
trouble abroad in connection with remit- 
tances of funds by residents in the United 
States to their relations or friends in Cen- 
tral European countries. These remit- 
tances have usually been in small amounts, 
but the number of transactions has been 
very large. The beneficiaries are usually 
peasants or other classes unfamiliar with 
banking matters, and often the war has 
broken up and scattered families in a way 
that has made it difficult to find the payees 
of these drafts. In some Central European 
banks the flood of these remittances has 
been such that there has been the greatest 
confusion, as the clerical force available 
for handling the business has been inade- 
quate and, in many instances, distress has 
resulted from serious delays in payment. 

Naturally, those who suffered from these 
conditions have protested vigorously to 
their correspondents in the United States 
and it has been difficult to make clear to 
them the causes for the delays. In some 
localities, too, there has been conscience- 
less trafficking in these drafts from Amer- 
ica and holders have.sold them at absurd 
rates of discount. American banks have 
had their agents visit many of the districts 
where these conditions exist and have 
aided in every way possible to effect an im- 
provement in this situation. At present, 
recOmmendation is often made to clients to 
send their funds in post remittances in the 
currency of the country of destination, in- 
stead of using bank drafts. 


THe REMEDY 

As I suggested, it seems that the 
remedy is plain before us. We must 
“prime” this vast machine of inter- 
national exchange that now moves so 
haltingly, and the only available method 
by which this can be done is through 
loaning our raw materials, food and 
other products to the needy nations, 
with the belief that, presently renewed 

(Continued on page 480) 


THE MAGAZINE OF WALL STREET 





ange 
the 
suay 
alue 
bar- 
in 
the 
ent 
itly 


the 
Oor- 

of 
yn- 
ip- 


le 













OUR EFORE the war 
GROWING Great Britain and 
SPANISH France were the 
TRADE principal purchasers of 


Spanish products. After the outbreak of 
war the amount purchased by France in- 
creased to a large extent. The United 
States ranks after France in the export 
trade of Spain. 

Spain’s imports before the war were 
furnished by Great Britain, 18%, France 
15% and the United States 12%. After 
1914 imports from the United States in- 
creased until m 1917 they formed about 
60% of Spain’s total imports. From the 
best sources available it appears that dur- 
ing the last year the imports into Spain 
from the United States constitutes about 
50% of the total. 

In 1919 Spain imported about 330,000 
bales of raw cotton, mostly from the 
United States. Spanish landowners, how- 
ever, are making a great effort now to 
foster cotton raising. 

Spain is growing industrially and agri- 
culturally. The principal grain crop is 
wheat, the average production being about 
3,700,000 tons. Production of barley, rye 
and oats make up about 3,000,000 tons, 
corn about 600,000 tons, and rice about 
200,000 tons. The production of wheat 
in 1920 shows an increase over that of 
1919. 

Viniculture is an important industry. 
It is estimated that the annual value of 
the products of Spanish vineyards is about 
400,000,000 pesetas. Wines are the prin- 
cipal product of this industry, the yearly 
production being about 600,000 gallons, 
most of which is exported. The estab- 
lishment of prohibition in the United 
States narrowed the market for Spanish 
wines. Spain also raises and ‘exports 
olives and olive oil, oranges, lemons, figs 
and almonds. 

During the war imports into Spain of 
wire and steel came principally from the 
United States. Coal and coke are im- 
ported mainly from Great Britain. The 
United States, however, furnishes the 
greater part of the machinery imported 
by Spain, principally agricultural machin- 
ery. During recent years, machinery has 
taken the place of hand labor in various 
fields of work. The United States ships 
a great deal of tobacco into Spain, also 
vehicles and petroleum, and petroleum by- 
products. 

On December 1, 1920, a new tariff law 
went into effect in Spain which raised im- 
port duties on luxuries from 150 to 300 
per cent. The principal object of the 
tariff is to aid exchange by cutting down 
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Business Chances in the 
Far East 








imports. But while the tariff will inter- 
fere somewhat with our sales in Spain, 
yet there is no reason why Spain should 
not remain a good market for a great 
many American products. 

The peseta has been falling during the 
past half year in relation to the dollar 
and the pound. In the early part of 1914 
the pound and franc were both above par 
in Madrid. During 1915 foreign exchange 
rates in Spain were sustained by ship- 
ments of gold from London and New 
York, but declined during 1916 and 1917. 
In spite of the fact that during the war 
there was a heavy trade balance in favor 
of the United States, dollar exchange was 
at a discount in Spain from early in 1916 
until the middle of 1919. This was a re- 
sult of the depreciation of the pound ster- 
ling and franc, as Great Britain and France 
had unfavorable trade balances. 

In 1918 the Spanish Government ar- 
ranged for credits to be advanced to the 
United States of 250,000,000 pesetas, only 
a part of which was used. As soon as 
the fixed rate of sterling exchange in New 
York ceased to operate, dollar exchange 
in Madrid began to improve and when in 
June, 1919, the United States removed the 
embargo on gold, exports soon rose above 
par. Sterling exchange did not reach par 
in Madrid until November, 1920 





POLAND'S HERE is a slight 
PROGRESS picking up of indus- 
SLOW trial enterprises in Po- 


land. Owing to a large 
consignment of wagons from the United 
States an increase in the transport of coal 
is looked forward to. Little by little the 
productivity of Poland’s cement factories 
is improving. There is a great need for 
cement in the country but lack of trans- 
portation facilities made it difficult to con- 
vey the stores from the factories, which 
are sometimes obliged to suspend opera- 
tions on account »>f the accumulation. As 
the result of te increased production 
many factories have requested permission 
to export cement to foreign countries. 
The Cefielski Agricultural machine fac- 
tory has been enlarged to produce an out- 
put of 2,000 wagons. Now it employs 800 
hands, compared with only 100 in 1914. 
A special department of the factory is de- 
voted to motor tractors. A second factory 
has been bought, in which apparatus for 
making starch, boilers and transmitters 
are made. A third factory has been estab- 
lished for mounting locomotives, and in 
the near future expects to manufacture 
them. Other factories are being erected 








and 





to manufacture threshing machines 
other agricultural machinery 

Trade Commissioner Van Norman ad- 
vises that according to reports from 
Ukraine the total area at present under 
sugar beet cultivation is approximately 
11,000,000 square meters. It is estimated 
that the harvest will yield from 240,000 
to 320,000 tons of sugar. 

Mr. K. Bartel, Minister of Railways, 
gives the following information through 
the Polish Economic Bulletin regarding 
the purchase of railway wagons from the 
United States : 


“We have purchased in the United 
States 4,700 wagons of 30 tens, coal 
wagons and platform wagons. Of these 


1,750 have already arrived, two shiploads 
are on their way, and three other ships 
are being loaded in America. The unload- 
ing took place on the State docks at Dan- 
zig, with the help of our own cranes. The 
wagons were stocked in the dockyards for 
mounting. The second lot will be trans- 
ported for mounting to Bromberg. The 
directors of the dockyards at Danzig as- 
sure me that they will eventually turn 
out 40 wagons daily. With regard to the 
locomotives from America, 110 are al- 
ready in use, 21 are being counted, and 
19 still have to be shipped from America.” 


PROSPECTS At present American 
IN export trade with 
INDIA India is not as brisk as it 


was six months ago. In 
the twelve months ending April 1, 1920, 
India imported from the United States 
merchandise of a total value of $81,967,412, 
compared with $52,386,338 for the fiscal 
year 1918-19, and $38,323,905 for 1917-18. 

With the exception of Great Britain, 
America was India’s most important pur- 
chasing market in the 1919-20 period, a 
distinction held by Japan for the two years 
preceding. Today, however, the prospect 
is that the current fiscal year’s total will 
be less than the high figure recorded at 
the close of last March. The reason for 
the anticipated decrease will be found in 
the depreciation of the rupee in its relation 
to the dollar. 

Many goods ordered from the United 
States months ago for forward delivery, 
and goods ordered for prompt shipment 
but delayed for different reasons, have re- 
cently come forward, for which drafts are 
presented by the banks to the importers. 
for payment at current rates of exchange. 
This has a bad effect. Many of these goods 
have been sold to arrive, but local buyers 
are reluctant to pay the enhanced prices 
which the importers must demand if they 
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are to prevent serious losses. Consequently 
large stocks of American goods are lying 
in the warehouses. Under the circum- 
stances, Americans should be slow in giv- 
ing credits during this period of exchange 
uncertainty. 

Every month imports to India are in- 
creasing while exports are falling off. The 
ports are congested with shipping. 

Singapore has an advantage owing to its 
geographical position. It is a clearing 
house between Europe and the Orient. 
Singapore’s trade in 1919 was double that 
of 1913. Exports to the United States in- 
creased from 48,000,000 Singapore dollars 
in 1913 to 312,000,000 in 1919. The chief 
articles of export are rubber, gutta percha, 
tin, hides, rattan, sago, pepper, tapioca, 
copra, nutmeg, canes, canned pineapples, 
etc. There are 45 American firms and 
banks in Singapore, all doing a good busi- 
ness. 

“MANCHURIA OWING to the vast ex- 

NEEDS ‘pans® of leyel and 
"FARM rolling country of Man- 
TOOLS churia and southeastern 
Siberia, it is more suitable for the use of 
American agricultural machinery than 
most regions of China proper. In China 
proper, the farming fields are sub-divided 
1into smal] plots, owned by different people, 
@hd growirig different products. Besides, 
there are so matiy ditches, ridges, raised 
paths and graves that it is difficult to oper- 
ate even horse-drawn implements. 

Conditions are almost perfect, however, 
in Manchuria. There are no obstacles 
like the above to hamper. Men of wealth 
or Government colonization companies 
own vast tracts of thousands of acres 
planted with staple crops in large fields, 
like our fields in Kansas and the Dakotas. 
Manchuria needs bean harvesters and 
threshers of about four to eight horse- 
power suited to the soya bean, which is 
the principal export crop. 

There is a market in Manchuria for 
threshing machines with cylinders not to 
exceed 28 inches, and of about 8 horse- 
power, and mounted on wheels. Also for 
small mills to husk rice, kaffir corn and 
millet, as well as for flour mills for wheat 


and other grain. Some of these small 
devices can be seen in operation in Muk- 
den’ and in other places, using kerosene or 
gasoline. In Harbin electricity is avail- 
able, and there is coal in many places. 

Large numbers of mowing machines, 
hay rakes, and hay presses have been sold 
in various parts of Northeastern Asia. 
The flat soil of Siberia is especially 
adapted to the use of mowing machines. 
As the demand increases for meat, wool, 
hides and hair, it is probable that hay- 
making machinery will be used to a large 
extent in Siberia, Manchuria and Mon- 
golia, as the people realize its advantages. 
It is necessary in these sections for Ameri- 
can machine manufacturers and distribu- 
tors to send competent foreign mechanics 
along with the machines in order to train 
the operators in their use and maintenance. 
We would do well to supply branch places 
where parts could be had and repairs 
made. Heretofore the lack of such service 
has been the cause of failure. 

There is considerable demand for can- 
vas and cotton duck throughout the Muk- 
den district. 

It must be borne in mind that native im- 
porters have no knowledge of foreign 
banking methods. Local exchange is sub- 
ject to sudden fluctuation, often varying 
10 points in a single day. The native im- 
porter does not know how to settle ex- 
change, and, even if he did, his working 
capital is not sufficient to enable him to do 
so. It is not practicable for him to bor- 
row money, as native interest is at about 
the rate of 2% a month. At present or- 
ders are accepted by American manufac- 
turers subject to price fluctuations. The 
transaction depends on the word of the 
American maga@facturers and it is natural 
for the native importers to .be skeptical. 
In view of all these circumstances, it 
would seem as if American business could 
be extended and firmly established only 
in case mutually satisfactory methods 
could be arranged. 

MERICAN salesmen 

in Australia are 
gradually growing more 
and more scarce. This’is 


AUSTRALIAN 
MARKETS 
HEAVY 


undoubtedly due to the exchange rates, 
In Australia bank rates have been raised 
and money is tighter, although savings 
deposits have shown an increase. Mar- 
kets are overstocked. The present prices 
of imported commodities are higher than 
they were three months ago, particularly 
gasoline. The price of gasoline has been 
fixed at 32 shillings per case of 8 gallons. 
As the result of this increase in price, auto- 
mobile importers are expecting a declining 
market. 

A large wheat crop is predicted, and it 
is expected that the surplus available for 
export will be 100,000,000 bushels. The 
commodity index numbers for the period 
from July to October, 1920, indicate a de- 
crease in the cost of living, although 
wholesale prices have been reduced more 
than have retail prices. 

Parliament will not convene until March, 
and in the meantime American importers 
will apply to the Minister of Customs in 
order to obtain a ruling effecting a return 
to the mint par value of the pound sterling 
as the basis for valuations in computing 
customs duties instead of the current rate 
of exchange as at present enforced. 

It is announced by the Vice-Premier that 
the Queensland Government is considering 
the negotiations of a loan in the United 
States for the purpose of purchasing ma- 
chinery for the State Steel Works. Rates 
of interest on such loans here are higher 
than in London, but negotiations with Lon- 
don bankers probably will not, or would 
not, be successful. 


TRADE M® H. E. HYDE is 
CHANCES an Englishman 
IN very familiar with the 
FAR EAST business methods of all 
Far Eastern countries. What he says on 
the subject of American prospects in India 
and China is interesting. Says Mr. Hyde: 

“Even the English with their long ex- 
perience and knowledge of conditions in 
India, Burma, China and Japan, have over- 
looked the trend of development in those 
countries and are making no effort to 
change their methods. Exporters and im- 
porters are marking time, and the banks 

(Continued on page 506) 
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THE BUSIEST CITY IN AUSTRALIA 


Built on both sides of the river Yarra, with two miles of docks, Melbourne is not only the largest manufacturing center, but 
takes first place in’ Australia as regards tonnage 
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Unraveling Our Taxation Tangle 





Expenditures Can Be Reduced—Our Floating Debt Should Be Funded—Taxes Should Be Cut 
Down Rather Than Shifted Upon Consumption 
By JACOB H. HOLLANDER, Professor of Political Economy in the Johns Hopkins University 


HE experience of the United States in 

matters of public revenue and the obli- 

gations of the American citizen as to 
federal taxation have been swift in change 
and tremendous in import since 1914. In 
these six years the successive phases of 
American involvement in the world war— 
neutrality, belligerency, readjustment— 
have been as clearly reflected in public 
finance as in national industry and in 
social economy. 

From the outbreak of the war in Aug- 
ust, 1914, to the entry of the United States 
into the struggle in April, 1917, our prob- 
lem was to replace accustomed sources of 
revenue which, with the international 
blockade and the swift passing of Europe 
into an armed camp, had dried up almost 
over night, with new fiscal devices that 
would both supply the gap in the nation’s 
budget and at the same time provide 
eventualities in our relation to the inter- 
national situation. From the events im- 
mediately preceding the passage of the 
joint resolution by Congress on April 6, 
1917, declaring that a state of war with 
the imperial German Government had been 
forced upon the United States, up to the 
granting of the armistice in November. 
1918, our concern was, first, to determine 
what part of the colossal expenditures 
which the Treasury was called upon to 
meet should be defrayed by taxation rather 
than by borrowing; and, second, to devise 
and impose the particular taxes necessary 
for this purpose. From the cessation of 
active hostilities through the signing of the 
formal peace treaty up to a point still in 
remote prospect, our task is and will be to 
provide revenue sufficient for the huge 
totals of war commitments and demobili- 
zation costs, and to do this with the eco- 
nomic life of the nation in the stress and 
travail of after-war readjustment. 

Our minds have become so dulled to 
what a few years ago would have seemed 
incredible magnitudes that it is not easy to 
grasp the changes which the past six years 
have wrought in the nation’s tax bill. In 
the fiscal year 1913-14 the “total ordinary 
receipts” of the Treasury were $734,673,- 
166; im 1914-15, $697,910,827; in 1915-16, 
$779,664,552; and in 1916-17, $1,118,174,126. 
In 1917-18, this had shot up to $4,174,010.- 
585 and in 1918-19, even with hostilities 
suspénded before the fiscal year was half 
over, it had mounted further to $4,647,- 
603,852. In 1919-20, despite substantial re- 
ductions in certain tax rates, the total or- 
dinary receipts were $6,694,000,000; and 
for 1920-21 (the current fiscal year) we 
are told by Secretary Houston that any 
tax income less than $4,000,000,000 will 
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mean serious dislocation of our public 
economy. In other words, the country is 
called upon to pay, two years after the 
Armistice was signed, as much in taxation 
every eight weeks as it did every year 
before the world was set ablaze. Many 
things, political and economic, may tran- 
spire to affect this forecast. But plan and 
fashion as we will, the nation is in for a 
prolonged period of relatively heavy taxa- 
tion. 


Our tax situation may, therefore, be 
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summarized as follows: The country is 
face to face with a budget of more than 
$4,500,000,000 of expenditure chargeable to 
ordinary revenue, to say nothing of dis- 
turbing items such as $650,000,000 of un- 
liquidated railway compensation, and more 
than $700,000,000 uncovered credits in 
favor of disbursing officers and agencies. 
In addition, we have on our hands an 
unfunded floating debt (December 31, 


1920) of $2,592,885,450 outstanding in the 
form of three to twelve months’ Treasury 
certificates of indebtedness bearing 5-6% 
interest which the Treasury proposes to 
discharge from out of current income. To 
meet its budgetary requirements and to 
reduce and extinguish its floating debt, 
reliance is had upon a body of extraordi- 
nary taxes (income sur-taxes, excess prof- 
its tax and excise taxes)—extraordinary 
in the sense that in quality and amount 
they are associated with a great national 
exigency—war time taxes, utterly unsuited 
in drastic burden and emergency occasion 
to a peace-time economy. Reduced to a 
sentence this situation is that in order 
to defray the present scale of federal ex- 
penditure and to continue extinguishing a 
war-created floating debt, we are relying 
upon a body of war-time taxes unsuited to 
a peace-time economy. 

There are obviously three controlling 
factors in such a situation—best examined 
if stated in query form: 

(1) Is the present scale of federal ex- 
penditure inevitable? 

(2) Is the reduction of the floating debt 
from current income desirable? 

(3) Ought existing taxes be replaced 
by others of equivalent yield? 


I. 

RST, as to expenditure: For the fiscal 

year ended June 30, 1920, the current 
ordinary disbursements of the government 
were $6,766,446 as compared with a pre- 
war expenditure (for the fiscal year ended 
June 30, 1916) of $741,996,727—or nine 
times as great. For the current fiscal 
year there has been appropriated—up to 
this time and exclusive of inevitable defi- 
ciency appropriation bills to be enacted 
at the present session—the grand total of 
$4,473,395,279. For the next fiscal year 
(beginning July 1, 1921) estimated re- 
quirements are substantially in excess of 
«7,200,000,000. 

This is the law; all the rest is com- 
mentary! If the country assents to a four 
and a half billion scale of expenditure it 
must resign itself to a four billion scale of 
taxation—unless indeed it is to sink into 
the slimy quagmire of a deficit budget. 

A nation at war spends lavishly. The 
need is so dire, the urgency so great, the 
revenue so ready that old canons of cau- 
tion and restraint are cast to the winds, 
and public disbursement comes to be lim- 
ited only by the physical power to spend. 
It is not easy to revert to the older cau- 
tion, even with the return of peace. Like 
some Lord Bountiful rioting with free 
purse, for a season and then face to face 
with a daily stint, the country finds it hard 
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to forego accustomed largesse—even to 
discontinue tolerated looseness. Quite 
apart from the carry-over of war con- 
tracts and commitments and the continu- 
ing charge of war indebtedness, this herit- 
age of easy expenditure is a grave fiscal 
penalty of the war. No exchequer could 
pass from a pre-war expenditure of $1,- 
000,000,000 a year to a war expenditure 
of $1,000,000,000 a month and not develop 
habits of prodigality and laxity—sadly in- 
consistent with a period of after-war ad- 
justment. 

Reckon as we will, industry and indus- 
trial income face a long period of drastic 
taxation. The business man will not be 
crushed by the reality, but he is not ex- 
hilarated by the prospect. He faces the 
burdens of peace-time as he did those of 
war-time, resignedly—it is tog much to 
hope, uncomplainingly—insofar as he is 
convinced that they are necessary in 
amount and equitable in distribution. Let 
him see evidence of this in curtailment and 
economy and he bends to his task with 
grim acceptance passing into courageous 
enterprise. 

May I venture to insist that the prime 
duty of the American business man at this 
time is not to shift the burden of federal 
taxation—but to reduce its amount through 
reduction in expenditure. Within a few 
months an administration assumes power 
pledged specifically to the exercise of pub- 
lic economy and the stimulation of private 
thrift. These phrases smack much of 
political catch-words. But there is reason 
for believing that they can be made much 
more than this, and nothing will work to 
that end so surely as the voice of Ameri- 
can business ringing out at this time in 
supporting and inspiring an unswerving 
policy of drastic retrenchment in our na- 
tional economy. 


Il. 


A GOVERNMENT, like an individual, 
that spends more than its income 
must go in debt. An unwelcome fact in 
our public economy is that the United 
States, in addition to an unparalleled 
funded debt of $20,395,700,758, for the first 
time since the dark days of the Civil War 
has on its hand a huge unfunded or float- 
ing debt. On December 31, 1920, this un- 
funded indebtedness, outstanding in the 
form of Treasury Certificates and exclu- 
sive of $760,953,780 War Savings Securi- 
ties, was $2,592,885,450, or more than three 
times the amount of our entire national 
debt in 1917. 

The accumulation of this vast floating 
debt reflects credit neither on the candor 
nor the competence of our post-armistice 
financing. That the national govern- 
ment, over and above the creation of a 
funded war debt of more than $21,000,- 
000,000, has in its expenditure exceeded 
the yield of ordinary sources of revenue 
to the extent of more than two and one- 
half billion dollars, and that this floating 
debt is carried in the forms of short-term 
loans bearing rates of interest amounting 
to 6%, placed in the first instance with the 
banks, and to a considerable extent re- 
tained by them—is a fact which up to very 
vecently was familiar to a comparatively. 
Yimited circle and which even now has 
yome as an unwelcome surprise to millions 
of citizens. 

The floating debt has been—and still is 
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—an unwholesome feature of our public 
economy, not only because it is an insecure, 
hand-to-mouth mode of caring for an ac- 
cumulated deficiency, but for the further 
reason that it has involved and continues 
to involve even for such makeshift provi- 
sion a very large reliance upon the objec- 
tionable device of certificate borrowing. 
It is proper for a public treasury to bor- 
row in the first instance from the banks in 
anticipation of the proceeds of loans or of 
periodic tax revenue. We have made such 
provision repeatedly in our financial his- 
tory—notably in connection with the Span- 
ish-American War—and it was doubtless 
to equip the Treasury with a like facility 
that Congress authorized the issue of cer- 
tificates of indebterness in connection with 
the first war loan and subsequently con- 
firmed and enlarged this power. But it 
can never have been contemplated that the 

Treasury would make use of this device 
of anticipatory borrowing habitually and 
cumulatively as a means of staving off 
provision for its deficiencies instead of car- 
ing for them in sound and valid fashion. 

Certificate borrowing as an habitual fea- 
ture of our public financing is objection- 
able on three counts: It tends to further 
inflation of bank credit, inasmuch as the 
subscribing banks make payment by the 
creation of additional credit unrelated to 
commercial requirement and against which 
no reserves need be held. It accentuates 
the ultimate strain on the money market 
by preliminary indulgence in the illusory 
ease of fiat credit. It gambles with the 
future as to the difficulty and cost of 
Treasury renewals of short-time paper. 

We have suffered penalties in each of 
these particulars—a high price level, a 
strained money supply, a rising borrowing 
rate—through persistent reliance upon 
such an emergency device long after com- 
petent financial opinion in this country and 
abroad had pointed out its evils. Such re- 
course can only be explained as futile re- 
luctance to admit the existence of an accu- 
mulated deficit combined with unavailing 
efforts to stave off the inevitable day of 
reckoning which a floating debt policy en- 
tails. 

Any well organized business corporation 
that through fault or necessity has .accu- 
mulated a large floating debt beyond the 
reasonable prospect of liquidation from in- 
come will strain every effort to convert 
such bank debits into funded debt to’ be 
absorbed by the investment market. A 
wisely financed government will do like- 
wise. 


The Treasury has sought to extricate it- 
self from the involvements of its war and 
post-war financing by undertaking to re- 
duce the floating debt from out of cur- 
rent revenue and by looking forward to 
entirely extinguishing it from the same 
source. With the maturity of the Victory 
Loan and the War Savings Certificates 
looming ahead, Secretary Houston has 
lately contemplated such extinction by 
June 30, 1922, or within the next nineteen 
months. As set forth in his address be- 
fore the American Bankers’ Association 
in October last, this is predicated on the 
reduction of the floating debt ($2,592,- 
885,450 on December 31, 1920) in the ab- 
sence of unforeseen contingencies to “be- 
low two billions” or even “it may be 
brought as low as a billion and.a half by 


June 30, 1921.” Thereafter it is proposed 
that “the balance should be retired during 
the fiscal year 1922”—this in addition to 
the reduction of the Victory Loan by per- 
haps a half billion dollars by the end of 
that year, as a result of sinking fund op- 
erations. 

Waiving all question as to the wisdom 
of the Treasury’s debt reduction policy in 
the past, and centering attention exclu- 
sively upon the declared policy as to the 
future, it is clear that we can entertain little 
hope of tax reduction if the budget of the 
next eighteen months is to provide not 
only for current expenditures and nor- 
mal sinking fund contribution but also to 
effect the discharge of two and a half 
billion dollars of unfunded certificate in- 
debtedness. 

There is but one right way to deal with 
the floating debt—and that is, the honest, 
straight-forward, business-like course of 
recognizing its existence, determining its 
full amount and of funding its total vol- 
umé. The country—impatient, and justly 
so, to be rid of crudely devised and ineffi- 
ciently administered war taxes, unsuited to 
peacetime conditions—is in no state to 
liquidate two and a half billions of arrears 
from out of current revenue. To persist 
in carrying the floating debt as short-term 
certificate borrowings means continued un- 
certainty for the Treasury and periodic 
disturbance for the business world. To 
undertake to extinguish it within the next 
eighteen months from out of current rev- 
enue is adding an intolerable and unneces- 
sary burden to our present tax charge. 


III. 


SINCE 1917 the American public have 
been subject to an increasing body of 
direct and indirect taxation probably un- 
equalled as to weight and extent in the fin- 
ancial experience of any modern state. Ir- 
ritating excises and mis-called luxury 
taxes upon the consumer, substantial “nor- 
mal” income taxes upon the ordinary citi- 
zen, drastic sur-taxes upon propertied 
classes, oppressive corporation and excess 
profits taxes upon general business. 

During the war the taxes were borne 
without serious complaint; since the armis- 
tice they have been the subject of wide- 
spread resentment. As the schedules now 
stand—with the bare exception perhaps of 
the normal income rates and the excises on 
dispensable consumption—and even here 
there are gross defects of arbitrary ex- 
emption, and omission—they find no other 
justification than the imperious require- 
ment of the Treasury’s need. 

A round hundred years ago, writing in 
the depression in which the seemingly in- 
tolerable tax burdens of the Napoleonic 
struggle had left his country, a great Eng- 
lish economist set forth a fiscal truth 
which a century has not a whit modified: 
“There are no taxes which have not a ten- 
dency to impede accumulation because there 
are none which may not be considered as 
checking production . . .. and although 
some taxes will produce these effects in a 
much greater degree than others, it must 
be confessed that the great evil of taxa- 
tion is to be found, not so much in any 
selection of its objects, as in the general 
amount of its effects taken collectively.” 

It is natural that each particular class 

(Continued on page 498) 
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Recent Income Tax Decisions 


Important Findings Interpreted and Applied—Stock Transfers and Good Will—When Stock 


CASUAL PROFITS ARE NOT INCOME 


HE plaintiff in this case is not now 
nor was he during the times men- 
tioned herein a member of any Stock 

Exchange or of any similar organization 
or association engaged in the business of 
trading in, buying or selling securities. 
Neither was he in any way engaged in the 
business of buying or selling stocks or 
bonds otherwise than occasionally making 
purchases of stocks and bonds for invest- 
ment purposes, and occasionally making 
sales of such stocks and bonds for the pur- 
pose of changing the character of his in- 
vestments. 

The issue is narrowed to two transac- 
tions—those pertaining to: 

1. International Navigation Company 
bonds. 

2. International Mercantile Marine Com- 
pany bonds, both of which the plaintiff 
owned on and before March 1, 1913, and 
which he sold in 1916. So that the sole 
inquiry here is—whether the difference -in 
the amounts between the value of invest- 
ment securities on March 1, 1913, and the 
amounts received for such securities when 
sold in 1916, is taxable income within the 
Income Tax Law of 1916. 

In his opinion Judge Thomas, of the 
United States District Court in Connecti- 
cut, wherein this issue was tried, said: 

“It has been held repeatedly that gains 
realized from the sale of capital assets 
held in trust are not income, but are prin- 
cipal—exactly as the securities were before 
they were sold, and that where a tenant 
for life is entitled to the entire net income 
of a fund, and the trustee realizing an ad- 
vance in value by the sale of an investment, 
the life tenant is not entitled to the gain 
which is uniformly treated by the courts 
as an increment to principal and a part of 
the corpus of thé trust. 

“The conclusion seems imperative ‘that 
the word ‘income’ has a well-defined mean- 
ing, not only in common speech but also 
under judicial construction, and this mean- 
ing does not include the increase in value 
of capital assets when realized upon a sale. 

“Had the plaintiff possessed no resources 
other than the bonds which. he sold—prior 
to the sale his capital would have been 
their then entire value. The increase since 
March 1, 1913, was capital increase. To 
collect the tax on this increase in value be- 
cause the capital was converted into cash 
must of necessity diminish his capital to 
that extent. Before the sale all the plain- 
tiff possessed was capital without any part 
of it constituting income. The sale of capi- 
tal results only in changing its form and, 
like the mere issue of a stock dividend, 
makes the recipient no richer than before. 

“Therefore, I feel constrained to hold 
that the appreciation in value of the plain- 
tiff’s bonds, even though realized by sale, 
is not income taxable as such, and in 
reaching this conclusion I find support for 
it in the Macomber case where Mr. Justice 
Pitney says: 
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Trading Is Not a Business—How the State Income Tax Affects Non-Residents 


“*Fnrichment through increase in value 
of capital investment is not income in any 
proper meaning of the term.’” 

Frederick F. Brewster v. U. S. Govern- 
ment. U.S. D. C. of Conn. ; 


Readers of the Magazine of Wall 
Street may hope, in pursuance of the 
above decision, that the Federal income 
taxes which they have paid in casual 
profits resulting from the sale of prop- 
erty or securities, will be refunded. But 
the case has been appealed by the Gov- 
ernment and will probably reach the 
United States Supreme Court, where 
the’ matter will be settled for good and 
all. If this decision is sustained, there 
will be much refunding—if reversed, 
there will pe no refunding. 


WHEN A STOCK TRANSFER IS TAX- 
ABLE AS INHERITANCE 


Good Will Is Taxable as an Asset 


DECEDENT, about one year before 
his death, aged 7@; although in no ex- 
pectation of early decease, contemporane- 
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ously with the making of his will, assigned 
and delivered to his son a certain number 
of shares of stock constituting about three- 
fourths of his entire estate, the son agree- 
ing in return to pay to decedent a life an- 
nuity equal in amount to the annual divi- 
dend on the stock. Held, that such a 
transfer was made “in contemplation of 
death,” and properly taxed under the pro- 
visions of the Transfer Inheritance Tax 
Act. 

It is also given as the opinion of the 
court in this case, concerning the apprais- 
ing of the value of shares of stock owned 
by the decedent in a close corporation, that 
it is not error for the comptroller to con- 
sider among the assets of the corporation 
an item of good will carried on the books 
of the corporation and sworn to by the 


treasurer of the corporation, because good 
will is an asset. 

In re Bottomly’s Estate, 112 A. Rep. 
Page 605. 


STOCK TRADING NOT A BUSINESS 


Mente, a member of Mente and Com- 
pany, whose business consisted in the 
manufacture of bags, filed his income tax 
return. He had been buying and selling 
cotton on the Cotton Exchange, and he 
deducted his losses from such trading, un- 
der the heading, “Losses incurred in trade.” 

Eisner, Collector of Internal Revenue, 
assessed an additional tax on these deduc- 
tions which Mente paid under protest, ap- 
pealing finally to the Commissioner of In- 
ternal Revenue. His claim was rejected. 
Then he brought an action in the United 
States District Court. He lost there also. 
Then he appealed to the United States Cir- 
cuit Court of Appeals and he lost there. 
The language of this court has to say on 
this question: 

“We think losses incurred in trade are 
correctly construed by the Treasury De- 
partment as meaning in the actual business 
of the taxpayer, as distinguished from 
isolated transactions. If it had been in- 
tended to permit all losses to be deducted, 
it would have been easy to say so. Some 
effect must be given to the words “in 
trade.” There is an inconsistency in mak- 
ing the profits derived from such transac- 
tions a part of the taxpayers’ gross in- 
come and, on the other hand, allowing him 
no deduction for losses—but tax laws are 
not required to be perfect, or even con- 
sistent. It must be determined from the 
facts in each case whether or not the losses 
claimed to be deducted have been incurred 
in the business. In this case the court 
must be taken to have found as a matter 
of fact that these speculative transactions 
did not constitute a business.” 

Mente v. Eisner, U. S. C. C. A. of N. Y., 
266 Fed. Rep. P. 161. 


STATE INCOME TAX AND NON.-RESI._ 
DENTS 


TTENTION of the New York State 

Income Tax Bureau has been called 

to the erroneous report in circulation in 

New York City and elsewhere to the effect 

that the present income tax law has been 

declared unconstitutional in so far as it 
affects nonresidents. 

This report is without foundation. The 
bureau desires to warn the thousands of 
employers of nonresidents in New York 
City and other parts of the State against 
paying any attention to it. The law makes 
it the duty of employers of nonresidents ta 
withhold from their compensation 1% of 
the first $10,000 above their exemptions; 
2% of the next $40,000, and 3% on $50,000 
or more. Withholding agents must make 
returns to the State not later than April 
15, 1921. 
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The Future as Financial Leaders See It 


Condition of Railroads Chief Cause for Concern—Trend in General Business Believed Upward 


WAGE REDUCTIONS MAY BE ONLY 
HOPE OF RAILROADS 


Samuel O. Dunn Says Many Roads in Bad 
Financial Shape 


“Many railroads are in bad financial 
condition. This is due to a decline in 
business and failure of the rates to earn 
the revenue expected. Railroads during 
September, October and November, 1920, 
when they did their heaviest business, 
failed to. earn the large net returns ex- 
pected. : 

“The roads have made reductions in 
their forces made necessary by the de- 
cline in business. They are operating as 
economically as possible and they find no 
way out except to reduce the payroll. The 
1917 payroll of $1,700,000,000 is today in- 
creased to $3,700,000,000, and as a result 
many roads are in bad financial condition. 

“Beginning with November there has 
been a decline in business until the freight 
movement now is less than two-thirds of 
what it was three months ago. Appar- 
ently there is no way out except to reduce 
wages.” 


MOST CRITICAL STAGE OF 
READJUSTMENT OVER 
Governor W. P. G. Harding, of Reserve 
Board, Finds Confidence Building Up 


“Since November 5 the loan and note 
issues of the Federal Reserve banks have 
been reduced in amounts which might be 
regarded as normal in ordinary circum- 
stances and the reserves of the twelve 
banks combined are now 48% as compared 
with 45% a year ago. Our present bank- 
ing system has been put to the severest 
tests during the past four years and has 
met them all. 

“The readjustments which have taken 
place in this country, painful as they may 
have been, have been attended with less 
privation, less unemployment and have 
been less severe than in other countries 
where the expansion of bank credit and 
currency has been proportionately greater, 
and the prospect for revival is also far 
better here than elsewhere. 

“In working back to normal an impor- 
tant step has been taken in the recovery 
of a normal state of mind in business, of 
a better sense of proportion and in the 
restoration of saner and sounder judg- 
ments. Many signs are in evidence that 
the country now appreciates the fact that 
in order to prosper it must produce, that 
in order to continue production it must 
sell, and in order to sell it must buy. 

“The War Finance Corporation has 
been revived, and, subject to the restric- 
tions imposed by the Act creating it, it 
is supposed to extend credits in export 
transactions, but it is evident that new 
agencies must be resorted to in order to 
furnish Europe with long-time credit, 
which is so essential for her rehabilita- 
tion and for her continuance as a potential 
power in the world’s markets. Of course, 
the political stabilization of Europe is 
most desirable hut this result will be bet- 
ter assured as her economic and financial 
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rehabilitation develops. The situation, 
therefore, is one which calls for both long- 
term credits and investments in European 
securities as means of supplementing or- 
dinary banking activities. 

“The law, commonly known as the 


- ‘Edge Act,’ which authorizes the incor- 


poration of foreign trade financing corpo- 
rations, under Federal supervision, was 
designed to meet this end. ‘ 

“The gloomy forebodings which many 
felt a year ago because of the knowledge 
that readjustments were impending have 
given way, in the assurance that the most 
trying and critical stage of the readjust- 
ment period is safely over, to a feeling of 
conservative optimism, of courage and re- 
stored confidence.” 


CANADIANS SEE CHANCE TO 
MAKE NEW START 


Greenshields & Co. Montreal, Believe 
Danger Period Is Past 


“If the facts are faced frankly there is, 
despite growing gloom, reason for confi- 
dence now, while the reverse was the 
case six months ago. Panic is not a 
pleasant word, but not many months ago 
there were good authorities on business 
conditions who admitted without reserve 
their fears that the liquidation of the 
general position on this continent con- 
tained all the elements of a really danger- 
ous situation. With the harvesting of the 
year’s crops the point where panic might 
develop appears to have been passed. 

“The hardships”*ahead are not to be 
minimized. Unemployment is growing, 
and the depreciated value of inventories 
will force expansion in commercial fail- 
ures. But the only cure for inflation is 
deflation, and we have had enough of the 
former, with its social inequalities and its 
demoralizing effect on industry and effi- 
ciency. We are getting down, and a good 
deal more rapidly than seemed possible 
nine months ago, to a reasonably solid 
basis for doing business. One of the first 
requisites for this—a free supply of capi- 
tal at reasonable cost—is being automati- 
cally supplied by the release of funds tied 
up in the financing of high-priced goods. 
Labor is being liquidated by the painful 
process of unemployment. With easier 
money, more plentiful labor and an 
abundant supply of raw materials it is not 
unreasonable to expect some revival in 
business by the late spring, with gathering 
momentum towards the end of the year. 
We are at least appreciably nearer the 
point where a fresh start may be made.” 





CONDITION OF NATIONAL BANKS 
REFUTES INFLATION TALK 


John Skelton Williams Reports National 
Banks in Excellent Shape 


“Fhe figures of Nov. 18, 1920, as com- 
pared with March 4, 1919, four months 
after the armistice, suggest that there has 
been far less inflation and credit of loans, 
at least as far as the national banks are 
concerned, than is popularly supposed, and 
some of the criticisms which have been 


made as to the alleged financial inflation 
as far as they are concerned are hardly 
justifiable. 

“The strong position of the national 
banks is further apparent when we con- 
sider that the amount of United -States 
Government bonds which they hold, ex 
clusive of those held te secure cirvule- 
tion, plus the loans made by these banks 
on the security of Government bonds, is 
practically as much as the sum total of 
their bills payable and rediscounts. 

“In other words, if the national banks 
should sell their United States Govern- 
ment bonds to investors and collect the 
money which they are now advancing on 
United States Government bonds, they 
could as a whole pay every cent they owe 
to the Federal Reserve banks, whose 
earnings would as a result be reduced ap- 
proximately $150,000,000 per annum, un- 
less they should find other means for em- 
ploying their funds.” 





COUNTRY’S SOUND CONDITION 
BODES WELL FOR FUTURE 


Charles H. Sabin Predicts Return to Nor- 
mal Business 


In a review directed to the stockhold- 
ers of the Guaranty Trust Company of 
New York, President Charles H. Sabin 
said, in part: 

“Tt is the feeling of your officers that 
this period marks the turn of the tide in 
declining prices and liquidation and, al- 
though there are many readjustments yet 
to be made in the months and years 6 
come, there is every reasonable assurance 
of a return to normal business condi- 
tions, stabilized prices, easier money and 
iarger business opportunities. Fortunate- 
ly for this country, its underlying condi- 
tions are for the most part sound. Our 
large gold reserve, our sound financial 
situation, our tremendous crops, our im- 
proved transportation and industrial con- 
ditions, our foreign markets and our great 
natural resources all underlie the busi- 
ness situation and give promise of future 
prosperity and progress.” 


OIL INDUSTRY IN INHERENTLY 
SOUND POSITION 


President C. O. Stillman, Imperial Oil, 
Ltd., Is Not Apprehensive 


“Regarding the general situation ~* t+ 
industry, I should say that manufaccures 
of petroleum products, like manufacturers 
of everything else, have a responsibility 
resting upon them at the present time to 
keep business on an even keel, and espe- 
cially to demonstrate their consideration 
for labor. There is nothing as wasteful 
as giving a man a perfectly useless thing 
to do in order that he may be supported, 
but in times like these it seems to me to 
be the duty of those who command indus- 
try to exercise their utmost abilities in 
finding productive channels in which to 
direct surplus labor. On the other hand, 
the squeeze through which we are pass- 
ing should eliminate the last traces of the 
malingering which in the boom days put 
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actual wages so far above their apparent 
level. 

“I believe the reason the petroleum in- 
dustry has suffered so slightly in com- 
parison with others is its inherently 
sound position, and while we cannot ex- 
pect to escape the effects of business re- 
adjustments that are going on around us, 
I do not look into the future of the oil 
industry with any degree of apprehen- 
sion.” 

BUSINESS WILL IMPROVE WITH 

RENEWED BUYING 
President of Canners’ Association Expects 
Early Revival 

Ogden S. Sells, president of The Can- 
ning Machinery & Supplies Association, at 
the recent convention at At- 


basis. I still think that with the elimina- 
tion of extravagance and waste in all pub- 
lic and private departments, the disposi- 
tion to economize and save, and a rea- 
sonable effort to co-operate, we shall, as 
the days go by, see a continued, if slow, 
improvement in business conditions in the 
comparatively near future. All that I see 
in my connections with industry, and par- 
ticularly concerning the attitude of the 
masses of the workmen, leads me to be 
hopeful.” 

TRADE REVIVAL DELAYED BY 
CERTAIN CLASSES 
Mechanics & Metals National Bank Urges 
Retailers to Take Losses 


“The first definite signs of business 


in two months from $3.32 te $3.89, and 
the recovery in exchange generally, 
should prove a decided aid to our ex- 
port sales, particularly as the decline in 
commodity price levels has been even 
greater in this country in recent months 
than in Europe. But neither is this 
likely to make itself felt immediately. 
The astonishingly large export figures 
in the last months of 1920, in view of 
world conditions, are probably to be 
explained, at least in part, by the fact 
that goods going forward represented 
the filling of orders placed some time 
previously. Finally, the mills now re- 
suming operations are mainly in the 
lines which were first to suffer by the 
present slump, while in trades which 
did not begin to be affected until re- 





lantic City, said: 

“I believe that when the 
consumer fully realizes what 
has happened and begins to 
buy—buy cautiously, buy care- 
fully, buy intelligently—busi- 
ness will be better. As to 
when this is coming, your 
guess is as good as mine, but 
I think most signs point to 
an early revival of business. 
To my mind there are three 
principal factors controlling 
1921’s prosperity—the retailer, 
labor and money. If the re- 
tailer reduces his prices to 
conform to replacement costs 
and earns his old percentage 





cently, further declines in 
prices or activity are widely 
looked for. 


“Not until the readjust- 
ment is completed will a 
real recovery set in. The 
chief obstacle to this com- 
pletion is human stubborn- 
ness, ungrounded hope, un- 
willingness to look the facts 
in the face, reluctance of 





individuals to assume their 
inevitable share of the na- 
tional loss. This is now a 
prevailing attitude among 
retailers, wage-earners and 
producers, and until all 
classes are willing to ac- 
knowledge the changed con- 
ditions, revival will be de- 





of profit, goods will move. 
lf labor renders a day’s work 
for a day’s pay and consents 
to that day’s pay in line with 
the cost of living, labor will 
be employed and_ thereby 
given purchasing power. If 
money grows easier, as the 
economists fell us it will, 


layed.” 





TRADE ACTIVITY GRAD.- 
UALLY INCREASING 
Marshall Field & Co. Note 
Better Feeling in Some 
Lines 
In its review for.the last 





business can be financed at 
fair interest rates.” 





REASONABLE ECONOMY 
AND CO-OPERATION WILL 
REVIVE BUSINESS 
Elbert H. Gary Confident of 
Slow Recovery 

“Those who have been ex- 
pecting a sudden and satis- 
factory revival of business 
will probably be disappoint- 
ed, but others who have 
taken into account all the conditions 
throughout the world which have a bear- 
ing upon business conditions and prospects 
should be well satisfied with the develop- 
ments which have been shown. 

“It seems to me the two important 
factors to be considered in trying to 
prognosticate the future relate to the high 
costs of production and the high costs of 
living. There have been some readjust- 
ments in respect to one factor which are 
sappreciable and tend in the right direction. 
As to the wage rates, I think, generally 
-speaking, employes have been fair and 
reasonable. 

“The inexorable law of supply and de- 
-mand will bring all different lines of ac- 
tivity to a realization of what must be 
-done before we can expect 4 normal vol- 
ume of business on a fair and reasonable 
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week of January Marshall 
Field & Co. said: 

“The present week has 
witnessed a continued 
steady increase in the 
wholesale distribution of 
dry goods, supported by a 
substantial increase in the 
number of orders sent in 








(Copyright, N. Y. Tribune, Inc.) 
My, How Slow a Horse and Buggy Seem After an Automobile! 


revival are beginning to appear. Stock 
market prices: have been rising; the 
prices of great agricultural staples have 
recovered from their lowest levels of 
a few weeks ago; conditions in the 
money markets are less stringent; for- 
eign exchange rates have recovered 
sharply; textile mills which had closed 
or been inactive are slowly resuming 
work. 

“These signs forecast revival; they 
do not mean that it is actually here. 
Money is not yet definitely easier; and 
just as recent high rates in the money 
market continued for some months be- 
fore affecting business, so lower rates, 
if they come, are likely to be in effect 
for a time before renewed borrowing 
and expansion are sufficiently encour- 
aged. The rise in the pound sterling 


by our road salesmen and 
by the fact that there were 
many more customers in 
the house this week than 
during the corresponding period last 
year. 

“This increase in the number of buy- 
ers in the market is probably a reflec- 
tion of what, under present conditions, 
is a very sane policy—namely, that of 
buying in smaller quantities and buy- 
ing more often. In this way the re- 
tailer is enabled to keep a complete 
assortment of lines on hand and there- 
by materially increase his turnover. 

“The indications are that confidence 
is fast becoming established in the 
prices now being quoted on cotton 
piece goods, particularly ginghams, 
percales, white goods and domestics. 
Price adjustments on lines of goods 
for house-furnishing purposes are also 
bringing forth for merchandise an ex- 


cess of what had been anticipated.” 
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The Investments of Insurance Companies 


What an Analysis of Last Year’s Purchases Reveals—The Type of Securities Favored 


T is interesting, and should be profitable, 

to examine the channels of investment 

for insurance companies. These con- 
cerns have funds constantly available, and 
each year must place them so that they 
will obtain an adequate return—a return 
sufficient to partially offset their current 
obligations and still leave a balance to be 
applied to surplus. As a consequence the 
stocks and bonds which these corporations 
buy are, or should be, those which appeal 
more strongly to the investor and not so 
particularly to the speculator, though it 
has well been stated that, to be a good in- 
vestment, a stock should also be a good 
speculation. It will be noted from the ac- 
companying list that the majority of the 
issues pay dividends and have behind them 
good operating records. 

The table was prepared by examining 
the purchases of over 350 insurance com- 
panies for the year in question, and a list 
was made of thé most important active 
stocks purchased by them, including repre- 
sentative stocks of all the investment 
groups, such as the coppers, steels, equip- 
ments, railroads, etc. While the large por- 
tion of their funds are placed in bonds and 
notes, the various amounts invested in 
stocks show the relative value placed on 
these issues by the insurance companies 
themselves. Some of their purchases may 
have been sold at a profit at the higher 
prices of the same year, but taking into 
consideration their investment methods, it 
would not be illogical to assume that the 
majority of these purchases were for their 
investment account and are held as such. 

If, at that time and at those prices, the 
officials of these insurance organizations 
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thoroughly investigating the earnings rec- 
ords, the possibilities of the business repre- 
sented by each of the companies, and the 
expected developments and future earn- 
ings, how much greater are the opportuni- 
ties for the investor at the present time. 

The railroads, in the table, have a great- 
er average investment than the industrials, 
and the leaders, according to amounts in- 
vested—Southern Pacific common, Atchi- 
son common, Union Pacific preferred and 
common, in the order named—have shown 
by their actions the wisdom of such selec- 
tions. The leaders of the industrial group 
are Pan American Petroleum common, 
United States Steel preferred and com- 
mon, International Harvester preferred, in 
the order named, and although the indus- 
trial common stocks have shown greater 
variations in market prices than the rail- 
roads, the preferred issues have been rela- 
tively stable. 

To the investor the security of principal 
is the prime requisite of an ideal invest- 
ment. Safety is the corner-stone of suc- 
cess in every security transaction, and in 
the final analysis, safety of an investment 
depends upon the amount of property in 
good condition owned by the company, the 
total capitalization, the earnings and the 
priority of the issue in question. 

The prices of stocks and bonds of any 
corporation—be it an industrial, a railroad, 
a public utility or a municipal corporation 
—are not only influenced by the earnings 
and assets of the company but more largely 
by the trade or economic cycle. In times 
of depression good securities go down with 
the bad, and if an investor uses* judgment 
he can often invest to good advantage in 


The owner of a stock is a partner in the 
business, and the safety of his investment 
is based primarily upon the earning ca- 
pacity of the company. The common stock 
of any concern is junior to all issues and 
depends entirely upon the earning power 
of the company, and it has a very direct 
interest in the growing profits and in the 
expansion in the value of the equities. On 
the other hand, the preferred stockholders 
have, in most cases, prior rights not only to 
dividends but also to assets, and conse- 
quently their risk is less than the holders 
of common stock, since amy decrease in 
earnings or shrinkage of assets will be first 
taken from the junior issue to enable the 
company to meet the provisions of the pre- 
ferred. The insurance companies have evi- 
dently considered the issues in the table to- 
come up to their requirements. 

This is the first of several articles on the 
investments of insurance companies. The 
mere examination of such investment sta- 
tistics should bring out important facts. 
The relative importance of the issues as 
shown by the total amount of such funds 
invested therein deserve consideration. 

An investor must have confidence in his 
country and in the ultimate outcome. 
American business is founded upon a solid 
foundation and many of us do not fully 
appreciate its marvelous  recuperative 
power. Our annual savings are enormous 
and the produced wealth in this country 
reaches a huge total; consequently even 
though panics, depressions and failures do- 
come about, the foresighted investor will 
look beyond and see things as they will be. 
The depression of today may thus prove 
the opportunity of tomorrow and should’ 

















considered such purchases advisable after sound securities at. very low prices. not be neglected. 
A LIST OF THE MOST IMPORTANT ACTIVE STOCKS PURCHASED BY INSURANCE COMPANIES IN 1919 
No. Insurance Co.s Total 
Name of Issue Purchasing Total Par Val. Cost to Av. Cost per Price Range 1919 Price Range 1920 Recent 
INDUSTRIALS Stock of Stock 4 Co.s Share toCo.s High Low High Lew Price 
° Ag. Chem, (common)...... 5 235,0C0 227,969 97 113% 87 95 51 54 
, —— ro Chem, — ceuues 7 282,000 282,888 100% 103 92 961% 79 75% 
2. American Can (common) ........-- 5 590,000 287,230 48%, 68% 42% 61% 21% 28% 
American Can (pref.) ...........++ 3 30,000 30,677 102% 107% 98 101 72% 87% 
3. American Car & Foundry Re 3 £5,000 110,468 0 148% 84, 147% 111 122 
American Car & Foundry nee 2 60,000 69,735 116% 119 113 116% 105% 112 " 
4. American ¢ ee 4 130,000 123,889 9514 117% 58 10914 74 831, 
American a (pref.)....... 3 120,000 127,040 106 0934 100 107 96% 104 
5. Amer, Smelt, & Ref. (common)..... 7 365,000 235,921 64%, 89% 61% 72 2914 38 
Amer. Smelt. & Ref. (pref.)........ 4 160,000 168,260 105 109% 94 100% 64% 81 
6. Amer, Sugar Ref. (common) ....... 6 265,000 365,453 138 148% 111% 142% 82% 92% 
7. Amer, Tel. & Tel. (common)....... 8 349,000 362,439 103% 108% 95 100%, 924%, 99% 
8 Amer, Tobacco (common) .......... 2 30,000 70,465 235 314% 191% 283 104% 117% 
Amer, Tobacoo (pref.) ......-....+> 8 120,000 119,560 100 106 93% 97% 8514 91 
9. Anaconda (common) .............+> 6 270,000 338,707 * 62% 11% 54% 661, 30 38 
10. Baldwin (pref: D suigipentooedeees 6 140,000 147,202 105 111% 100 102% 92 102 
11. Bethlehem Steel (common) ......... 3 75,000 68,311 84% 107% 551% 96% 47 53 
Bethlehem Steel (8% pref.) ....... 11 105,000 117,236 111% 116 101% 114 9914 108% ! 
12. Corn Products (common) .........-. 6 685,000 471,103 68%, 105% 61 71 
Corn Products (pref.) «.......+..++- 6 280,000. 299, 664 107 109% 102 107 97 104 
13. Crucible Steel (pref.) ........++.+- 5 0,000 49,830 99% 91 100 81% 90 
14. General Motors (6% deb.) ........ 7 500,000 444,581 88% 94%, % 85% 58% 69 
15. International 7 (pref.) 5 480 000 492,895 115 120 lll 15 100 106 
16. Pan Pet, (common) ..... 4 805,300 933,356 116 140% 116% 6914 yy 
17. VU. 8 Rubber (Ist met) SSvEs oR TOD 8 270,000 ,779 114 119% 109 116% 95% 103 
18, U. 8. Steel (common) ...........-- 4 540,000 581,363 107% 115% 88%, 109 7644 82 
Uv. 8. Steel ( bP Geevacecesencess 8 605,000 693,555 114% 117% 111% 115% 104% ill 
19. Car, Chem, (pref.) ....... 2 260,000 293,475 112% 115% 110 112% 88% 160 
20. Westinghouse Elec. & Mfg. (common) 7 350,000 $81,655 * 54% 59% 40% 55% 40 45 
RAILROADS 
21. Atchison amas Ceeesedeccccess 9 790, 787,494 991% 104 80% 90% 76 83 
22. Great Northern (pref.) ........+.... 10 215,000 178,718 &3 100% 15% 91% 65% 76 
23. New York Central (common) ...... 11 508,500 354,637 691% 83% 66%, 84, 6414 72 
24, Norfolk & Western (common) ..... 10 496, 518,716 103% 112% 95 105% 841% 100% | 
26. Worthern Pacific (common) ........ ll 682,500 577, 84 997% 77 95% 6634 83 
26. Pennsylvania (common) ............ 8 291,250 240,743 * 41% % 39% 87% 41% 
Southern Pacific (common) ........ 20 990,700 1,058,853 106% 115 91% 118% 884 97% | 
28. Union Pacific (common) ..........- 18 580,000 721,058 124% 138% 119% 129% 110 119% | ; 
Unien Pacifico (pref.) ........+.. See 11 1,090,000 745,091 68, 74% 63 691, 61% 66y, 
* Par value $50. . | 
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The Empire-Builder of the North 


Agricultural Development of Canada in Recent Years—The Oil Discoveries in Alberta 


F you want to know anything about Can- 
ada go to the Canadian Pacific. If you 
want to know anything about the Can- 

adian Pacific go to Canada. The fortunes 
of the two are indissolubly linked to- 
gether ; and if you have learned what there 
is to learn about one then you know about 
all there is to know about the other. 

Investors who are considering the pur- 
chase of Canadian Pacific shares would 
do well to get this point of view. It 
should be brought home to them that the 
property in which they are thinking of 
becoming partners is much more than a 
railroad. When they realize that it oper- 
ates, in addition to a transcontinental line, 
with numerous branches, stretching from 
St. John, New Brunswick, to Vancouver, 
a fleet of something like eighty steam- 
ships; a chain of thirteen hotels (includ- 
ing some of the most famous resorts in 
Canada) ; thirty ocean liners that ply be- 
tween Montreal and Liverpool on the At- 
lantic and between Vancouver and Asiatic 
ports on the Pacific; that it owns, literally, 
millions of acres of agricultural lands, tim- 
ber lands, coal lands and oil lands; that 
it controls some 240,000 acres of improved 
farms which are “loaned” ready-made to 
farmers; and that, in addition to all these 
holdings, there are innumerable paying 
services (such as telegraph lines and mail 
delivery contracts) as well as a number of 
services which collect no money but which 
help beyond measure in the industrial and 
colonizing development of the Dominion— 
when investors get this conception of Can- 
adian Pacific, then they begin to realize 
what holding stock in the road really 
means. As one observer remarked, “My 
business prevents me from living in Can- 
ada and sharing actively in its growth; but 
the stock I own in CPR amounts to the 
same thing.” 

Working from this angle, it seems worth 
while to review some of the possibilities 
existing in Canada along the lines of the 
Canadian Pacific. A good many pages of 
solid information could be devoted to this 
subject; for Canada, in the last few years, 
has revealed itself as one of the richest 
territories in the world, with natural re- 
sources and possibilities from an industrial 
point of view rivaled only by the Western 
plains and Pacific coast of the United 
States in the days of the pioneers. In the 
space available, however, there is room for 
only a brief review of two fields—one, 
Canada’s agricultural possibiiities and the 
other her oil. Investigation will show that, 
from a traffic standpoint alone, the Do- 
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minion’s resources and the CPR’s possi- 
bilities are literally enormous. 


Agriculture in Canada 


Agriculture, of course, is Canada’s chief 
industry. When you talk with Canadian 
Pacific people, it is farming, condition of 
the soil, live-stock raising, how much 
money there is to be made in hogs, that 
they dwell on. In fact, the occasional Can- 
adian who, like some of our occasional 
Americans, questions the wisdom of hav- 
ing such a tremendous system as the CPR 
in private hands might well discuss things 
with the company’s agents and representa- 
tives. The joy they extract from talking 





THE CANADIAN PACIFIC 


E scope of the Canadian Pacific sys- 
| tem was well illustrated in the fol- 

lowing remarks by President E. W. 
Beatty, tracing the company’s war activ- 
ities, before the Canadian Club of New 
York: . 

“The Canadian Pacific had perhaps 
more points of contact with the war than 
any other industrial enterprise outside of 
Great Britain. It had large Ocean-going 
steamers on both Atlantic and Pacific, It 
had a transcontinental railway system 
serving all the chief industries of Canada 
with affiliations in the United States 
which placed its Canadian ports in pe- 
culiarly close touch with many important 
manufacturing centres in the United 
States. It operated a manufacturing plant 
of railway equipment at the Angus shops 
in Montreal containing not only up-to-date 
machinery but also engineers of the high- 
est skill capable of meeting any manu- 
facturing problem that might arise.. It 
employed experts in railway construction 
whose services were to prove invaluable to 
facilitate the movement of artillery and 
transport behind the lines. It employed 
men of administrative and executive abil- 
ity whose services were gladly loaned to 
the Imperial Government for the purchase | 
of immense supplies required from Can- 
ada, for the chartering of ships and for 
the direction of freight matters in con- 
nection with the transport of such sup- | 
plies. It had fostered a loyal and patri- 
otic spirit among its 5,000 employees 
which meant a large number of volunteers | 
for overseas services, and last, but not 
least, it had large reserves of capital at 
its disposal which it was glad to lend | 
to the Imperial or Canadian Government 
or invest in Canadian securities with a 
purpose of raising money for the success- 
ful prosecution of the war. 

“In common with other steamship com- 
panies the majority of its ships on the 
Atlantic and Pacific were requisitioned 
with the result that over a million troops 
and passengers were carried to all points 
in the world in Canadian Pacific vessels, 
and over four million tons of freight sim- 
ilarly transported.”’ | 

















about Canada’s agricultural accomplish- 
ments is only equalled by their reticence as 
to the accomplishments of the railroad it- 
self. If running a railroad makes such 
empire builders of men only poor wits 
could think of taking the ingentive—the 


railroad—away from them. 

In the cultivation of grain in the West- 
ern Canadian country generally, it is nec- 
essary to sow much less grain per acre 
than on soil not,so rich and which, there- 
fore, does not cause such prolific stooling. 
In poorer soil, one grain may produce only 
from 1 to 4 heads; but in the rich, virgin 
soil of Western Canada the average pro- 
duced is at least three times that much. 
With this great handicap in their favor, 
it is no wonder that Canada surprised the 
world last year with a record grain crop 
which, according to the estimate of J. 
Dougall, General Agricultural Agent of 
the Canadian Pacific in Montreal, con- 
trasted as follows with 1919: 


Bu. 1919 Bu. 1920 
oo Se 289,498,000 193,260,400 
Oats ...........556,719,000 394,387,000 
ree 64,257,000 56,389,400 
DD Livedssceaee 12,915,000 10,207,400 
Flaxseed ....... 11,090,000 5,472,800 


Cost of production for the Canadian 
farmer on the virgin soils of the prairie 
provinces is much less than in worked 
ground. An out-and-out Canadian farmer, 
discussing this, said: “When I see esti- 
mates of $2.75 as the cost of producing a 
bushel of wheat in your country, I am 
astonished. It would surprise me if our 
costs average much higher than $1 a 
bushel !” 

An interesting story is told of one C. S. 
Noble, who started farming less than ten 
years ago with but 320 acres of land in 
Southern Alberta; today, this man Noble 
has 33,090 acres, with over 28,000 under 
cultivation. Of the total area, 712 acres 
are unbroken and 3,680 are reserved for 
grazing purposes; 13,310 are in wheat: 
2,290 in oats; 3,517 in rye; 70 in flax, etc. 
The wheat is averaging from 25 to 30 
bushels per acre and it is expected the 
yield will run 308,350 bushels; 137,400 
bushels of oats; 70,340 bushels of rye— 
all of which, at prevailing prices, will re- 
turn Mr. Noble the round sum of 
$1,000,000 ! 

One feature that is scarcely ever taken 
into account in discussing the development 
of agriculture on the lines of the Canadian 
Pacific Railway is the regularity and depth 
of soil. Over a field, say, 1 mile square, 
the ridges have not been leached off into 
the hollows. They therefore afford the 
same richness for cropping and evenness 
in ripening of crop which makes for more 
crop and a better average. 

An agricultural product of which great 
things are expected by the Canadian Pacific 
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people is flaxseed. It takes rich soil 
to raise flax. Which will explain, per- 
haps, why Western Canada today raises 
more flax than any other section of the 
North American continent. A new dis- 
covery—for which credit is given to a large 
firm of Boston chemists—has demonstrated 
that flax straw, which the farmers have 
been accustomed to burn in the past, when 
processed properly, makes excellent 
bleached paper. It is estimated that, in 
1915, 800,000 tons of Canadian straw 
grown of seed was burned, which might 
have produced 80,000 tons of bleached 
paper valued at more than $10,000,000. The 
land development department of the CPR 
is now using its influence with the Can- 
adian farmers to get them to conserve this 
straw and get the values it contains out 
of it. 

Beside their huge grain crops and their 
developing flaxseed grow, the Canadians 
in the plains provinces are doing remark- 
able things with truck gardens. Vege- 
tables, of course, are less fibrous when 
grown in the northern climate; and they 
reach record size on account of the fine 
soil. 

The evenness of the soil through the dis- 
tricts of the provinces makes it easy for 
newcomers to locate well with the assist- 
ance of the CPR railway experts; and they 
are getting that assistance for nothing from 
these experts who pride themselves on be- 
ing something more than mere cogs in a. 
vast machine. 


The Oil Discovery 


One of the most startling developments 
in recent months has been the discovery 
of great oil deposits in Northern Alberta. 
On this subject Mr. G. G./Ommanney, 
M.E. L.C., investigating engineer of the 
Canadian Pacific Railway, says: “The 
actually proven oil fields at the northern 
and southern extremities of the great 
settled region of Alberta now served by 
transportation removes the question of the 
existence of'a rich oil in this region from 
the sphere of prediction to that of cer- 
tainty.” Mr. Norman Rankin, also associ- 
ated with the CPR, calls attention to the 
following statement made by him in March, 
1920: 

“If we examine the geological map of 
Western and Northwestern Canada we find 
that the great, oil-bearing strata of the 
Northern American continent, which have 
produced the richest and most prolific oil 
reservoirs of the world, constitute the 
principal geological formations of this vast 
Canadian territory. It requires, there- 
fore, no more than an average share of 
optimism to predict that Canada’s 
future as a world oil producer is certain 
and only awaits the assured result of 
capital, expended on exploration by the 
drill.” 

“Since the above was written,” contin- 
ues Mr. Rankin, “our prediction has been 
strengthened itt a most striking and im- 
portant manner. But a few months later a 
new and highly productive oil field was 
brought in in the State of Montana, im- 
mediately south of the Alberta boundary. 
This field now includes two of the largest 
producing wells in the country, yielding 
2,000 and 2,800 barrels a day, respectively. 
On top of this we can point to an im- 


portant oil strike in the Canadian North- 
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west at the Imperial Oil Company’s well, 
Fort Norman, on the Mackenzie River. 
The oil is reported to be flowing over 
1,000 barrels a day. Thus we have today 
actually proven oil fields at the northern 
and southern extremities of the great 
settled region of Alberta now served by 
transportation. In September, 1920, there 
were 24 locations where drilling was actu- 
ally in progress throughout Western Can- 
ada, not including eight in the coastal dis- 
trict. That Canada will in the compara- 
tively near future, become an important 
contributor to the world’s oil supply is, 
therefore, a foregone conclusion.” 
Whether the assumption by the Can- 
adian Pacific of the management of the 








E. W. BEATTY 
Canadian Pacific Railway 


Pres. 


Edmonton, Dunvegan and British Colum- 
bia Railway was in anticipation of the oil 
boom is unimportant. The important point 
is that this line strikes straight toward the 
heart of the Peace River oil district. When 
the oil producers get under way their sup- 
plies and their labor will go over a line 
managed by the CPR. 

How much acreage the Canadian Pacific 
Railway owns in the oil land territory is 
not directly ascertainable. There is a well- 








CANADIAN PACIFIC RAILWAY 


Percent 

Gross Op. Net Oper. ExpensesEarned 

Revenue Revenue to Gross on Com. 

1910 $94,989,490 $33,839,956 64, 28% 16,08% 
1917 152,389,335 46,546,018 69.45 15,90 

1918 157,537,698 34,502,388 78.10 

1919 176,929,060 32,933,086 81.39 


10,97 
10.80 




















founded belief in oil circles, however, that 
the company’s holdings checkerboard some 
of the most promising sections. 


The Railroad End 


Viewed purely from a railroad stand- 
point, Canadian Pacific is one of the very 
few roads in the North American continent 
which is patently undercapitalized. Its 
capitalization, approximately, amounts to 
$623,000,000; whereas the cost of the sys- 
tem was well above $818,000,000. A very 
complete analysis of the values behind 
Canadian Pacific shares was made by Lord 
Shaughnessy, chairman of the board, in 
his remarks to stockholders in 1917. In the 
same address, the chairman showed that 
each share of $100 ordinary stock in the 


company represented the payment into the 
company’s treasury of $112 in cash and $31 
from surplus income, or a total of $143. 
Gross operating revenues for the last 
few years ending December 31 are shown 


in the accompanying table. The year 1919 

produced record-breaking gross of $176,- 

929,000, almost twice the gross for 1914. 

For the first 11 months of last year the 

company’s gross was $196,000,000, eclipsing 

all previous records. 

Expenses of operating the system have 
mounted rapidly in recent years. The first 
abrupt change’ for the worse occurred in 
1917, when expenses amounted to 69% of 
gross, as against expenses amounting to 
only 59% of gross in the previous year. 
The upward tendertcy reached its peak in 
1919, when outlays totaled over 81% of 
gross. This is a development, of course, 
common to all railroad companies in the 
recent period of mounting labor costs, high 
taxes and soaring commodity and material 
prices. It has inevitably resulted in a 
sharp contraction in net earnings; but, 
considering the obstacles involved, Can- 
adian Pacific’s net of $10.97 in 1918, $10.80 
in 1919 and, probably, about $10.20 in 1920 
was remarkably good. 

In the period ahead there are two broad 
factors which will tend to brighten the 
company’s earnings outlook. Costs have 
turned the corner. Secondly, immigration 
into Canada—which means the settlement 
on and development of new land areas— 
is to be fairly expected on a very large 
scale. 

Opposing these factors are the present 
tendency of Canadian farmers to withhold 
their grains from shipment, owing to the 
crash in grain prices (to which they ob- 
ject quite as strenuously as the American 
farmers) ; and the competition of the Can- 
adian National Railways. The farmers’ 
grievance was probably largely responsible 
for a traffic slump which was noted last 
December, and until wheat and corn prices 
become at least reasonably stabilized their 
frame of mind is not likely to improve too 
quickly. As for the competition of the 
National lines, its chief influence thus far 
seems to have been to spur the CPR to 
greater efforts and correspondingly good 
results. Nothing has developed to indicate 
that President Beatty was strétching things 
when he put the burden of uncertainty on 
the National lines. 

Canadian Pacific’s common stock sells 
around $116 at present, as against a rec- 
ord high price in 1912 of 283. The present 
price certainly discounts the higher costs 
with which the company has had to con- 
tend in the recent past; and it does not 
discount the greatly enlarged business be- 
ing done by the system, the steady en- 
hancement in the value of its owned lands, 
not to speak of the remarkable growth of 
industrial Canada. 

Canadian Pacific’s costs, it is believed, 
have passed the turning point. The amount 
of business done is smaller now than last 
year; but with the influx of immigrants 
it is not easy to see how the company’s 
operations can be contracted much further. 
Always bearing in mind that the interests 
of the Canadian Pacific Railway extend 
into many other fields beside straight rail- 
roading, its present problems appear unim- 
portant and a considerably higher price 
for the shares justified —vol. 27, p. 22. 
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Kansas City Southern Ry. 





HY let the Wall Street monopoly- 

owned railroads tax the Kansas 

farmer to haul wheat halfway 
cross the continent to New York, when 
ly a beggarly 800 miles separates Kan- 
sas City from the soft breezes of the Gulf 
of Mexico? 

That question was being asked in Kan- 
sas in the nineties—about the same time 
the famous query was originated, “What's 
the matter with Kansas?” 

No reason, said Kansas City. Let’s build 
a road straight to the Gulf. 

A brief inspection showed that the ocean 
came nearest at a point about one-third 
the way from Galveston to New Orleans. 
So Arthur E. Stillwell determined to 
build a port at that point and run a rail- 
road to it. The outcome was Port Arthur 
and the Kansas City, Pittsburg & Gulf 
Railroad. 

This road, like most of those in the 
Southwest at that time, was constructed 
about as cheaply as possible. Rails and 
equipment were light and the right-of- 
yay frequently sinuous. Through traffic 
yroved disappointing and local business 
very small, since much of the mileage was 
through sparsely settled territory. 


Kansas City Southern Is Born 


The inevitable result was reorganiza- 
tion. This came in 1900, under the name 
Kansas City Southern, the company which 
has now completed its first two decades 
of history. 

Early progress was slow. A new man- 
agement took hold in 
1906, and it found the 
road in a pretty ram- 
shackle _ condition, 
needing almost every- 
thing that a good rail- 
road ought to have. 
But from that date 
steady progress was 
made. The train load, 
less than 300 tons in 
1906, moved steadily 
“pward to 676 in 1918. 
Sross revenue per 
mile, under $9,000 in 
1906, came near to 
$20,000 in 1919, al- 
though the average 300 
train load fell off a 
little from 1918. 

A train load of 676 
tons in the South- 200 
west is not to be 
sneezed at. It shows 
that somebody has done something. What 
the management has really done is to make 
a splendid roadway. The entire property 
has been well maintained, with 85-Ib. rails 
and six inches of ballast, white oak ties, 
and a maximum grade of one-half of one 
per cent. 

Equipment, however, has not been so 
well kept up. Over $200,000 a year has 
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Kansas to the Gulf 


The Statistics of an Ambition—A Dream That Sometimes Threatened to Become a Nightmare 
But Finally Came True 


By WILLIAM T. CONNORS 


usually been expended for hire of out- 
side equipment. In 1919 the amount was 
$209,000. About two-thirds of the road’s 
present equipment consists of locomotives 
and cars bought before 1909, on which 
the cost of maintenance is naturally heavy. 
Recently, however, the U. S. Government 
loaned the Company nearly $1,000,000 for 
buying new equipment. 

In the war years, the road was taxed 
with a big tonnage. From 4,274,000 tons 
of freight hauled in 1916, the figure rose 
to 5,128,000 in 1917 and 5,632,000 in 1918. 
Even in 1919, with the pressure of war off, 
4,885,000 tons were hauled. 

Capitalization Heavy 
The heritage of reorganization was a 


heavy capitalization, as will be seen from 
the following figures : 


Total investment on company’s 

DROUIN celvdues btolnccehededa $109,000,000 
Securities outstanding ....... 100,663,142 
Bs Set Ge? EG < <b adenedas 


The Interstate Commerce Commission 
placed the value of the property at only 
a little over the par value of bonds out- 
standing—and even that valuation is sub- 
ject to “depreciation,” if anybody can de- 
cide what that should be. On the other 
hand, Court decisions on land and going- 
concern values will evidently increase the 
valuation somewhat. 

However, the par value of a company’s 
securities means little to the investor, 
since he will have to buy or sell at market 
values. The $30,000,000 first mortgage 3s 


RAIH-LOADS- 





are now selling at 56, the $18,000,000 re- 
funding 5s at about 74%, the $21,000,000 
of preferred stock at about 46%, and the 
$29,960,000 of common stock at 20. So 
the market values the property about as 
follows: 


RS TE a ie ee $16,800,000 
"ORE ae 13,410,000 
Subsid. bonds ........ 100,000 





Equipments .......... 1,300,000 
PUG, GORE cocccccces 9,765,000 
Common stock ....... 5,992,000 

Re i Bake $47,367,000 


It will be seen that this is below the 
I. C. C. valuation estimate before “depre- 
ciation.” The market, in this case as al- 
ways, has allowed for the overcapitaliza- 
tion of the road by scaling down the prices 
of its securities, It is the market’s simple 
and practical way of exorcising the evil 
spirit of overcapitalization and putting all 
stocks on the strictly logical basis of no 
par, or at any rate no par that anybody 
cares anything about. 


Earnings and Prospects 


In view of the wide-spread and varied 
effects of the new railroad law, it is not 
much use to rehash past earnings and 
traffic reports. As Charles Remington 
puts it, “The railroads were reborn Sept. 
1, 1920.” 

It is necessary to take a broad view of 
the position of the road and its territory, 
and then to consider the effect of recent 
changes. 

What have we, then, in Kansas City 
Southern? A low-grade, almost straight, 
short line route from Kansas City to the 
Gulf, with a fine roadway, a good deal of 
second rate equipment, and a big train 
load, which can, however, be further §in- 
creased by better equipment. 

Local traffic along the line may be 
counted on for a slow and steady growth. 
It made quite a jump 
in 1919, partly as a 
result of the stimulat- 
ing effect of the oil 
boom on the whole 
Texas, Oklahoma and 
Louisiana section. In 
1918 the average dis- 
tance a ton of freight 
was hauled on this 
road was 298 miles, 
and in 1919, 260 miles, 
showing that a larger 
part of the traffic in 
1919 was local; and 
the same tendency 
was revealed in pas- 
senger traffic. The 
1920 traffic statistics 
are not yet out, but 
they will probably 
show conditions simi- 
lar to 1919, 

The road runs along 
between Kansas, Oklahoma and Texas on 
the West, and Missouri, Arkansas and 
Louisiana on the East. This is a fertile 
territory and by no means fully developed. 
On the other hand, aside from the oil 
boom, which has recently shown a ten- 
dency toward greater moderation, there is 
no special prospect of startling changes 
along the line. 
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“Sas bbe we 


The recent increase in railroad rates 
will operate to the advantage of this road’s 
through business, because it will tend to 
divert export business from the long rail 
haul East to the shorter route to the Gulf. 
That will, of course, be the effect of the 
high rates everywhere—to switch business 
from long haul routes to short haul routes. 


Just how much Kansas City Southern 
will benefit from this change it is difficult 
to estimate, but the effect should be appre- 
ciable. Taken in connection with the in- 
creased oil activity in the Southwest, and 
the natural growth of the territory, this 
makes the traffic outlook for the road very 
satisfactory. 

There are great possibilities on this road 
for a further increase in traffic efficiency. 
It is the kind of a road that a Harriman 
or an H. H. Rogers would delight to work 
with. On through business a tremendous 
train load could be hauled. 

Lack of branch feeders is a disadvan- 
tage, but one that is not without its com- 
pensations just now, as it reduces the in- 
trastate business on which rates are in dis- 


pute between the state commissions and 
the I. C. C. About 8%% of the total 
freight revenue is derived from intrastate 
traffic. The state commissions in this ter- 
ritory have refused most of the passenger 
rate increases but have granted the greater 
part of the freight increases. 


Current Outlook 


For four months ended Dec. 31, Kansas 
City Southern earned at a rate to indicate 
7.7% annually for the common stock, now 
selling at 20. November was a poor 
month, but September, October and De- 
cember all made an excellent showing. It 
is not unlikely that winter earnings may 
fall off a little from this basis, but some- 
thing should certainly be earned for the 
common stock. 

However, if the road can earn even pre- 
ferred dividends under the present de- 
pressed business conditions in its territory, 
it certainly ought to show something for 
the common on the average over a period 
of years. Dividends have never been paid 
on the common and there is no early pros- 
pect of any. 

The preferred began its dividends with 








5% in 1907 and has paid 4% 1908 to date. 
The yield of over 8%% on the current 
price of 46% indicates that imvestors re- 
gard the stock as semi-speculative. The 
refunding 5% bonds, yielding to maturity 
7.1% at 74%, and running to 1950, look 
like a better bargain than the preferred 
stock. The first 3s, yielding 6.3% at 56, 
are entitled to a high investment rating. 

The low price of the preferred was 40 in 
1917, the same in 1919 and again in 1920. 
If, as a result of dull business it should 
fall once more to that level, it would be 
attractive, in my opinion. At the current 
market there are other Southwestern rail 
stocks that look more desirable. One is 
Colorado & Southern Ist preferred, which 
yields 8% at 50, and another is Western 
Pacific preferred, yielding 814% at 70. 

The common sold at 13 in 1919 and 
touched 27% last October, an advance of 
over 100%. As Lincoln is said to have 
said, for those who like that kind of thing 
it is just about the kind of thing they 
would like. It will probably have price- 
swings similar to those of other low- 
priced non-dividend railroad stocks.—vol. 
27, p. 239. 


Exchanging Weak Railroads for Stronger Industrials 


Comparison of Prices, Dividends, and Earnings—Investors Will Eventually Correct Faulty 


T might be considered heresy to dis- 

parage our splendid railroad systems, 

if the facts recited by expert railroad 
analysts in this publication were not so 
strongly backed by figures. 

Unfortunately, operating statistics for 
the past few months are all too plain to 
justify very much hope for the near fu- 
ture, and the -reader need only glance 
over the last three issues of our magazine 
and study these figures, to wonder why 
some common and preferred stocks are 
still selling at relatively high prices in 
comparison with their poor prospects. 

A comparison between some of the non- 
dividend paying, railroad common and pre- 
ferred stocks, and certain industrials that 
are paying dividends; the earnings figures 
of both groups; and the prospects on any 
reasonable interpretation of the future: 
all these factors show that price move- 
ments are not always conclusive evidence 
of future probabilities. Apparently a 
liberal allowance must be made for senti- 
ment, which is a partial explanation for 
the lack of alignment of: 

(a) The average earnings and bal- 
ances for dividends available on the 
majority of railroad issues. 

(b) The earning power of many in- 
dustrials and actual dividends now paid 
and in prospect. 

(c) The selling prices of both groups. 
No doubt Several plausible and even 

reasonable explanations are possible, that 
could mitigate the tremendous losses of 
the people who placed their faith in rail- 
roads during the past decade. Any such 
discussion would have an academic rather 
than a monetary interest. Experience has 
proven railroading a mighty poor business 
in the past few years, and it does not seem 
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Alignment 
By VICTOR DE VILLIERS 


that any number of “sunshine” campaigns 
can turn deficits into dividends. 


Price Movements 

Price movements during the past few 
years have confirmed the speculative char- 
acter of more than half our railroad com- 
mon stocks including a great number of 
preferred issues. The war-boom of 1916 
was partly a technical correction from 
the long decline from 1912-1914, and partly 
in sympathy with the war-bride move- 
ment in industrials in 1915 and 1916. It 
is significant enough that the enthusiasm 
of 1916 stopped very far short of the 
high average attained in 1912. The per- 
functory movements in railroads since 
1916 have been featured by three new low 
“panic-level” records in 1917 and twice in 
1920. The intermediate rallies have been 
confined largely to specialties, mystery 
stocks, oil rails, and would-be oil-rails, 
with few registering a price based upon 
real improvement, as for example, Cotton 
Belt, Nickel Plate or Big Four. 

Strangely enough again, the old-time in- 
vestment issues like Canadian Pacific, 
Union Pacific, Chicago & Northwestern, 
Delaware & Hudson and others slowly but 
surely sank further into the morass of sub- 
basement prices. Is this not a strong indi- 
cation that the real investors have either 
been selling out, or at least held off from 
participation in the optimism? 

These and many other straws seem to 
point the way to a long and painful process 
of readjustment, wherein the sheep will 
carefully be separated from the goats in 
the years to come. And, it is not to be 
doubted that some surprises are in store 
when sentiment will fail to hold up prices 
of past favorites, and the race will only 
be to the strong. 





Therefore, the writer believes, it would 
be as well not to try to gain profits or 
recoup losses by following temporary price 
movements too closely, when prices are 
not a clear reflection of earning power. 

When we know, for example that New 
Haven is earning a fraction of its fixed 
charges and nothing for its stocks, we 
are not justified in buying it even at 20 
because such a figure represents a big 
premium to pay for hopes that are not 
well founded. If the holder should sell at 
20 and the stock should rally to 30 it would 
not prove his judgment wrong nor our 
advice unsound; judgment would have to 
be deferred for some years perhaps until 
it is shown that progressive improve- 
ment was the basis for the rise. 

Seaboard Air Line, with fewer traditions 
thon New Haven, is at least earning more 
than half of the 5% paid on its adjust- 
ment bonds and sells at 634—a price that 
is also generous considering it has no earn- 
ings available for its stocks. 

Lake Erie & Western preferred sells for 
28, and Wheeling and Lake Erie pre- 
ferred for 17; yet there are no visible earn- 
ings applicable to their stocks, and little 
prospect to show for relatively expensive 
stock that will probably fail to carry it- 
self in interest charges for many years. 

While temporary advances are always 
possible in the worst situations, the writer 
does not believe that in any but exceptional 
cases can prices for many of the weak sis- 
ters among the railroads hold up con- 
sistently until certain conditions prevail, 
among which may be mentioned (a) a bet- 
ter operating ratio than prevails at present; 
(b) more economy and efficiency; (c) re- 
sumption of normal traffic; (d) improved 
equipment; (e) lower wages with in- 
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creased efficiency ; (f) lower prices for ma- 
terials such as coal, oil and power gen- 
erally. 

It may take many years before some of 
the improved conditions commence to 
show up permanently in earnings reports; 
and then investors may have the prospect 
of an agitation for lower rates. Time 
alone tan tell how these difficulties will be 
ironed out, and the really big investors 
who have sold the railroads since 1912 may 
have tried to solve the problem before they 
came to the conclusion that railroading 
was poor business. 

The big vested capital behind the rail- 
roads is a bull argument for the long pull 
prospects of their bonds, however, the ma- 
jority of which are sound and attractive. 


The Way Out 


If time is going to be the deciding ele- 
ment, as the writer believes it will be, then 
it does not seem like good business to hang 
on to the threadbare coattails of the rail- 
roads, so far as their weak or unpromising 
securities are concerned. In such case, it 
seems better to hitch one’s wagon to a 
star that is in the ascendant, of which 
there are many and various in the general 
industrial group. 

The latter also are subject to the same 
technical conditions as to price swings, and 
offer the same opportunities for profit— 
and sometimes for loss. Where, in addi- 
tion, there isa possibility of getting some 
dividends that are more or less assured, 
it seems better to follow the group whose 
disturbing features are at least more 
clearly defined, and where opportunities 
for ultimate profits are not limited as is 
the case with the railroads. I refer to the 
well-known “recapture” provision limiting 
earnings of railroads to a fixed return on 
capital invested. 

Missouri Paciric preferred (38), with 
dividends substantially in arrears, has a 
long road to travel. Certain people believe" 
that MOP can commence paying preferred 
dividends. True, it gained in November 
earnings, but one swallow does not make a 
summer, nor a bulge in earnings mean 
dividends. The writer would rather own 
American Smelting & Refining (38), pay- 
ing $4, although doubt is expressed about 
the latter’s dividend. 

WHeeinG & Lake Ente preferred (17) 
is earning nothing for its common stock 
while General Motors (14%), paying $1, 
is in a strong position, and looks good 
enough to save me 2% points and carry 
itself in place of the former. 

Lake Erre & WeEsTeRN preferred (28) 
seems very dear against Cerro de Pasco 
(31), paying $4. Would take a chance on 
selling the former and attempting to buy 
the latter at 29 or 30 in the next month 
or so. Cerro has had a fair rally, and it 
is not too much to expect a decline to my 
figure. 

St. Paut preferred (43) is a veritable 
“teaser,” resembling the pot of gold just 
under the rainbow. We hesitate to sell it 
because of its attractive movements at 
times, and the hope that this splendid road 
will recover. But the management is a 
very patient one that does not need divi- 
dends at the expense of future prospects. 
Texas Company (43), paying $3 and stock 
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dividends, has many good qualities not un- 
like our friend St. Paul, and the present 
return and low price seems to make this a 
good temporary exchange. Oil prices are 
coming down, but so are rail prospects. 
The price of Texas probably discounts the 
future largely, and the chances to buy St. 
Paul under better auspices may not get 
away from us. - St. Paul common (28) 
could be exchanged for about two shares 
of Hupp Motors (13), paying $l1—or $2 
on the new investment, with money in 
hand. One day St. Paul common will be 
a bargain; but not right now. 

Ontario & WeEsTERN (18) is not earning 
its interest; prospects and price movements 
far from promising. Kennecott (20) may 
sell down again to 18, and paying $2 in 
dividends, it would seem better business to 
try and make an exchange on such a basis. 
Meanwhile funds derived from sale of On- 
tario could be held pending execution of 
order in Kennecot. 

Erte (13%)—Erie lst preferred (20)— 
is an “institution” rather than a stock, and 
I know adherents to its cause never sell 
Erie common under 35. However, the 
writer is willing to match Columbia 
Graphaphone (113%) and Consolidated 
Textile (1914), paying $1 and $3 respec- 
tively, selling lower than the “Eries” as 
better than the latter, either for one year 
or a longer pull. 

Seapoarp Air Line (6%) has a chance 
over a long period of years. Vivaudou 
(7%), paying $1, looks “irresistible” 
enough at its price and returns, and has 
enough customers among the gentle sex 
who rate its soaps and powders higher than 
a “cat-and-dog” market price. When the 
industrials come to life again, this peace- 
powder stock should do better. Seaboard 
preferred (11) is a long way from divi- 
dends, whlie Loft Candy (11%) now 
pays $1 and is also a favorite with the 
ladies. The latter may have some compe- 
tition with the Whelan Candy combination, 
but is well established and has its fixed 
place in the community. 

Wasasu (8) has little to recommend it 
because earnings are very remote from 
even its preferred stocks. United Retail 
Candy (8) is still on the “Curb” but is 
one of the few outside stocks that have 
growing merit. This concern is one of the 
sidelines of United Retail Stores, a candy 
stock that avoided the big sugar boom of 
the last two years. Its sponsors know 
what they are about, and the company is 
growing in favor and importance. Its ad- 
vertising is ingenious, and its product well 
liked. 

WasasH preferred A (20%), preferred 
B (14); nothing to indicate probable bet- 
ter earnings or near dividends; and a long 
weary wait in prospect. Would exchange 
the first for Consolidated Textile (20) and 
the second for Fisk Rubber (14), believ* 
ing, however, there is a possibility of buy- 
ing the latter a little cheaper. 

Battrmore & Onto (34%) has not been 
favored by us for some years, and we are 
still doubtful of its prospects. Ajax Rub- 
ber (36%), paying $4, has had a perpen- 
dicular decline, is a good earner and with 
a little patience might be secured even 
lower. It looks like a better specvestment. 
Baltimore & Ohio preferred (5134), paying 
$4, is not in a robust position and although 





dividend not in any danger, little chance of 
appreciation in price. Worthington Pulp 
(49), paying $6, gives a bigger yield at 
less cost, and real action when things are 
moving. 

SouTHERN Raitway (22), preferred 
(58%) : latter in particular has fallen from 
its high estate. Would switch the latter, 
if only for the time being into United 
Retail Stores (56), saving money, with a 
better return in cash and stock dividends, 
and greater certainty of the future. I 
would switch the common stock into Union 
Oil (22) because the prospects of this 
Rockefeller company are more than ordi- 
nary. 

Rock Istanp 7% preferred (74) and its 
6% preferred (63%) is laboring hard to 
meet dividends. General Motor 6% and 
7% preferred issues find the going easy. 
An exchange seems advisable. 

Great NorTHERN “preferred” (78) does 
not look so strong as International Motors 
7% preferred (74). The necessary financ- 
ing in connection with its large Burlington 
maturity this year is rather a tall order, 
while Great Northern’s dividend is just 
about being covered at this time. 

NorTHERN Paciric (86) is in the same 
boat with Great Northern over the Bur- 
lington and is not earning its dividend 
lately. U. S. Rubber, paying $8, sells far 
lower (68%) and may be cheaper still in 
the near future. The switch looks like an 
immediate and ultimately favorable gain. 

In conclusion, the writer emphasizes the 
point that disappointments here and there 
on a basis of temporary price movements 
may be experienced in making some of 
these switches. One would have to be gifted 
with prophetic insight to avoid the anxious 
moments of disturbing fluctuations, but 
there seems sufficient basis, on the facts 
pointed out by railroad authorities in this 
and other publications, to form the con- 
clusion that many of the railroads are 
bumping the rails pretty hard, and there 
may be more trying moments for the in- 
vestor in them than mere price fluctua- 
tions. Caution must be the watchword for 
some time, and monthly reports closely 
followed from now on. 
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movements and influences, national and 
international in scope, are registered in 
Wall Street and reflected from the rec- 
ords. 

“It is only by absorbing himself in the 
fascinating study of conditions that a busi- 
ness man can be pre-eminently successful. 
He must be international in his outlook, 
vet national in his sentiments. He must 
study the conditions in agriculture and of 
industry—the trend of foreign trade and 
exchange—the money market and banking 
—the railroad situation—the stock and 
bond market, and the general trade ten- 
dencies. 

“By doing these things, by the spirit of 
co-operation, by persistency, by invention, 
by fair play, by labor, by working and help- 
ing and thinking—we shall compel pros- 
perity to dwell with us.” 
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Industrials 
Bonds and Stocks 


Merits of New England Textile Securities 


Conservative Managements Have Placed Mill Companies in Forefront—Large Dividends Paid 


E who seeks to comprehend New 
England economically must, at the 
threshold of inquiry, take account 
of New England’s Textile Industry—the 
backbone of New England. Mr. Franklin 
W. Hobbs declares that “these industries 
are the bone and sinew, they provide the 
life blood, the homes, the cities, and make 
New England what it is. Without them 
and the industries directly and indirectly 
supported by them New England would 
be impossible to imagine.” 
It is sometimes asserted that if the Pil- 
grim and Puritan Mothers (and the inci- 
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of such people came to New England and 
the tiny fringe of settlements strung along 
the edge of the vast American Wilderness 
soon expanded inland. One might almost 
believe that this Textile Industry was a 
sort of predetermination or predestination 
for as early as 1640 The Great and Gen- 
eral Court of Massachusetts solemnly re- 
solved to encourage manufactures—cer- 
tainly forehanded, as only a few years 
before it took four days to journey by 
land between Salem and Boston, a dis- 
tance of about 20 miles. 

In 1643 a fulling mill was established 

















TABLE I.—NEW a TEXTILE INDUSTRY. 
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dental Fathers) had first landed on our 
Pacific coast, then to this day New Eng- 
land would still be a region of virgin for- 
est, cedar swamp and sand dune. 

As it is Anglo-Saxon energy, thrift and 
the Will to Succeed have triumphed over 
a rugged, harsh climat€é and a compara- 
tively unfertile soil, and made New Eng- 
land quite as important a cog in the 
world’s economic wheel as any other sec- 
tion of the United States. 

John Fiske says (Beginnings of New 
England), “as regards their social deri- 
vation the settlers of New England were 
homogeneous in character to a remarkable 
degree and they were drawn from the 
sturdiest part of English stock. In all 
history there has been no other instance 
of colonization so exclusively effected by 
picked and chosen men.” 

Savage (the great genealogist) quaintly 
puts it that “a more homogeneous stock 
cannot be seen, Ff think, in any so exten- 
sive a region at any time since that when 
the Ark of Noah discharged its passen- 
gers on Monnt Ararat, except in the few 
centuries elapsing before the confusion of 
Babel.” 

The Industrial Leaders of New England 

People of such breed and potency were 
bound to carry on and to conquer and 
so today New England’s Textile Industry 
boasts a class of industrial leaders which, 
in measure of ability, in breadth of vision 
and in ethical concepts, stands second to 
none in the past or present in any part of 
the world. 

During the Puritan Exodus from the 
old country €1630-1640), twenty thousand 
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that the accumulations of capital derived 
from these Textile Industries played ¢ 
very significant and major part in the 
development of our western country about 
the middle of the last century, notable ex- 
amples of which are the Chicago, Bur- 
lington & Quincy Railroad and the Calu- 
mut & Hecla Mines. 

A few items are hereunder set forth 
with the hope that the reader may attain a 
moderate notion of New England’s “back- 
bone.” 

Out of a total of 7,816,500,000 pounds 
of cotton piece goods produced in the 
world, 1910 to 1913, the United States 
produced 244% against 18% for Great 
Britain, and Great Britain’s 59,000,000 
spindles consume only about one-half as 
much cotton as the 34,000,000 spindles in 
the United States. 

Climate is an important factor in the 
cotton industry, “for not only is the 
humidity in New England peculiarly 
adapted for cotton manufacture, but the 
water, which in the South is too alkaline, 
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TABLE II.—POSITION OF FALL RIVER MILLS—1920, 
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at Rowley, near Ipswich, Massachusetts, 
“the first cloth mill” (says Mr. Hobbs) 
“built in the United States.” In 1695 
came the first worsted mill. In 1787 the 
first cotton mill. In 1794 the first woolen 
mill operated by power, and in 1813 at 
Waltham, Massachusetts, was built the 
first cotton mill in the world where all 
the processes of manufacture were car- 
ried on in one plant by power. Modest 
and fitful was the development until about 
1839 when matters began to shape them- 
selves toward present day conditions. 

Mr. Kenneth Moller, of Lockwood 
Greene & Co., estimates that in 1839 there 
were 1,240 cotton mills in the United 
States giving employment to about 72,000 
people, at least 90% of these mills being 
situated in New England. 

In the early days there was neither a 
Samuel Gompers nor a William Z. Foster 


, to bore from without or from within. The 


record is that the “hands” in summer time 
worked from sunrise to sunset, and in 
winter time from sunrise until © eight 
o’clock at night. 
Textile Capital Developed the West 
It may not be irrelevant here to note 


lends itself admirably to the’ finishing 
processes.” 

New Bedford, the first city in the United 
States in the value of cotton goods manu- 
factured, shows a net gain in scheduled 
capital invested in cotton industries for 
the year 1920, of about $9,500,000. Quick 
assets of New Bedford Mills are reck- 
oned as $46,000,000 or 91% of capital 
stock. It would cost over $100,000,000 
more to build and equip New Bedford 
cotton mills than they are at present 
capitalized. 

It was estimated for the year 1919 that 
there were then in New England 741 cot- 
ton mills, 638 woolen and worsted mills, 
and 176 establishments for dyeing, bleach- 
ing, printing, and finishing; a grand total 
of 1,555 mills. 

In the woolen industry, out of an esti- 
mated total of 95,944 looms for the United 
States, 55,226 looms are in New England 
or over 57% of total. 

Active cotton spindles (1919) in New 
England were 18,065,887 or about 49% of 
United States’ total. 

Woolen and worsted spindles in New 
England are 3,533,701 
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One authority estimates the capital in- 
vested in the New England cotton indus- 
try in pre-war values as between $550,- 
000,000 and $600,000,000, with estimated 
wages paid in 1920 as $250,000,000. 

“New Bedford ranks first in the United 
States in the manufacture of fine cotton 
goods and fine yarns.” Fall River is “the 
largest cotton manufacturing centre in 
this country and has more than one- 
seventh of all the spindles in the country.” 

“If all the cotton cloth woven in New 
England in a year were made into a single 
strip one yard wide, this strip would be 
long enough to encircle the earth seventy- 
two times. If this strip of cloth were 
made three and one-half yards wide, it 
would still be long enough to form a 
huge belt passing around the earth as 
over one pulley and around the moon as 
over the other. For during every minute 
of the working day the 380,000 banging, 
rattling looms in New England weave- 
rooms produce over twelve miles of cot- 
ton fabric, aggregating over 1,800,000 
miles per year.” 

U. S. Census of 1909 shows a total 
value of New England Textile products 
as $743,489,000—capital engaged $745,528,- 
000—wages paid $158,249,000. 

The thirty-third annual report (1918) 
of the Massachusetts Statistics of Manu- 
facture gives the summary shown in 
Table I. 

A recent estimate gives the invested 
capital of cotton mills alone, computed in 
today’s values, as $1,500,000,000. This is 
probably considerably below present day 
figures. 

A recent compilation in the Boston 
Transcript of the financial statements of 
Fall River Mills for the year 1920 for 
39 mills gives their statistical position 
as shown in Table II. The figures in this 
table must be contemplated in relation to 
fact that replacement of real estate, build- 


ings and machinery would reach enormous: 


figures. Where real estate shows as an 
asset at a certain figure in financial state- 
ments of New England Textile Mills, 
much of this book value is ridiculously 
low—in some instances scarcely 15% of 
its present fair market value. 
Many Allied Industries 

As a concomitant of this great business 

are the allied industries; e.g., - manufac- 


tures of spinning rings, ring travellers,. 


card clothing, bobbins, shuttles, and a 


an automatic mechanism as has ever been 
assembled. 

It is also pertinent here to note certain 
elements which show the up-to-dateness 





Above—A view of the compressing 
machines where the huge warps are 


prepared for weaving. Below—The 
weave room in the Katama Mills of 
the Wm. Whitman Co. with trolley 
system for handling the heavy rolls 


of cloth 


of the industry and its consequent sta- 
bility. There is large opportunity for the 
very fit among the operatives to advance. 
Many a treasurer, superintendent and 
mill agent started “in the ranks.” 

“The opportunity for advancement of- 
fered to employees is broadened by the 
existence of high grade textile schools in 
the three great mill centers, New Bed- 
ford, Fall River and Lowell. In these 
schools thousands of mill workers take 
evening courses on technical subjects‘ un- 
der the instruction of teachers who have 
had practical experience in the mills.” 
Welfare work of all sorts is well main- 
tained, the housing problem has been 
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investment there is a very small propor- 
tion in the shape of bonds or funded debt 
(one authority's estimate being not over 
5%). First and second preferred issues 
form a substantial part of the share is- 
sue but the major portion is represented 
by one grade of stock—common stock, as 
is the accepted phrase, but very uncommon 
stock in the sense of its great investment 
value and the methods by which it is dealt 
in. 

The initial issues of many of these mill 
stocks had a par value of $1,000 or $500. 
Presently the par is the usual $100, with a 
very few stock issues of no par value. 

The would-be investor or any one who 
deals in New England Textile securities 
is confronted by a condition quite unlike 
that surrounding other kinds of securities. 
As to the 726 issues listed in the New 
York Stock Exchange (and as well list- 
ings of hundreds of other securities on 
local exchanges elsewhere) he may readily 
approximate the going market value, but 
in the case of these textile securities the 
circumstances are somewhat singular. 

There are only five of these mill stocks 
listed on the Boston Stock Exchange and 
only one on the New York Exchange. 

From time to time the listing of these 
securities on the Boston Stock Exchange 
is advocated and argued about, the rea- 
sons set forth being substantially the same 
as for listing of other securities. It is 
claimed that having the Boston Stock 
Exchange as the trading center would be 
a very great advantage, especially as it 
would diminish the fluctuations in market 
quotations and give the stocks a firmer 
position from a collateral standpoint. 

New England mill securities had their 
being long before the Boston Stock Ex- 
change was born and probably custom or 
tradition has much to do with the fact 
that they are still dealt in “over the coun- 
ter.” The consensus of opinion appears 
to be that the floating supply of stock is so 
small that listing would bring undesirable 
speculation and manipulation, If such 
were the result of listing it is likely 
enough that speculative advantage would 
be taken of the policy of many inills in 
paying extra dividends from time to time 
(hereunder noted), with consequent un- 
settlement of market values to the great 
detriment of mill stockholders. 


Most Stocks Unlisted 
Dealings in textile securities are for the 
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The four mills forming the Manomet group of the Wm. Whitman Co., at New Bedford, Mass., are considered the largest, 
best equipped and most efficiently managed in the cotton manufacturing industry 


great variety of other mill supplies, and 
also most importantly spinning and weav- 
ing machinery—all this requiring an enor- 
mous capital investment and giving em- 
ployment to scores of thousands of peo- 
ple. New England’s great constructive 
and inventive ability has produced the 
Northrop Loom, probably as wonderful 


for FEBRUARY 5, 1921 


quite successfully solved, and in many 
instances quite a number of small New 
England towns, proud of sewer systems, 
well-made roads or public buildings, must 
credit much of it to the mill or mills 
there established. 
Division of Capital Invesiment 
In the division of this large capital 


most part operated “over the counter” (a 
comparatively small portion through 
auction sales held once each week by two 
prominent Boston brokerage houses) 
either through specialist Mill Brokers at 
Fall River, New Bedford, or Boston, or 
(to a lesser degree) through regtlar in- 
vestment houses and also by a very siz- 











able number of transactions “over the 
counter” between persons engaged in or 
familiar with the Textile Industries. 

It results from this that there is often- 
times a very considerable spread in prices 
between sales. Fluctuations in market 
quotations frequently show a difference of 
from five, even up to twenty points. Such 
indications in seasoned listed securities 
would prompt the investor to believe there 
was something awry and that immediate 
inquiry of his broker was expedient. Mill 
stockholders, however, go about their busi- 
ness unruffled.. Conditions and not prices 
are what they are interested in. 

We hear, from time to time, a complaint 
from some purchaser or seller of listed 
stocks that there was a scalping of a quar- 
ter, eighth or half by brokers on the regu- 
lar exchanges, this sort of thing being al- 
ways denied with vigor and vehemence. 
Be that as it may, with mill stocks 
the shoe pinches elsewhere for the occa- 
sion when some astute gentleman “scalps” 
a handsome profit between brokers is not 
strictly unique. 

In these circumstances purchase or sale 
of such securities obviously requires cau- 
tion. On the one hand, the buyer or 
seller has the comfortable feeling that 
pools, bear raids, wash-sales, and other 
delectable devices don’t show their hydra- 
heads and that stock watering is a rare 
bird; on the other, price fluctuations are 
such, as above noted, that he must use 
circumspection in his buy or sell commit- 
ments. 

The literature on the subject is some- 
what formidable. In the first place there 
are the reported auction sales and num- 
erous compilations appearing in the news- 
papers and trade papers reporting sales 
or giving bid and asked prices. And then 
numerous trade papers which (as with 
certain daily papers) contain analyses of 
trade conditions and mill values. Also 
various specialist mill brokers publish, at 
frequent intervals bulletins and reports of 
conditions (including mill stock quota- 
tions) in a conscientious and earnest ef- 
fort to furnish their clients and the trade 
with up-to-date news. 

All this may appear confusing to timid 
investors and perhaps deter them from 
mill stock investments. But the work-out 
is easier than it appears and it is always 
to be remembered that the way is open to 
make inquiry of the various mill execu- 
tives who are generally ready and willing 
to give reasonable and prompt informa- 
tion in response to any reasonable re- 
quest, the same being also true of the spe- 
cialist mill broker. As to the executives, 
it is probably safe to state that there are 
not many of their class and situation more 
open and aboveboard in the matter of 
answering inquiries. 

Ascertainment of value is easier than 
it seems. Corporate returns to the State 
authorities, mill broker pamphlets, and 
much data in the public prints is always 
available, special attention being given in 
the two latte? agencies to dividend 
records. 

Gauging the Value of Mill Stocks 

In gauging the investment values of the 
mill stocks there are certain important 
factors always to be kept in view. Not 
the least of these is the personal equa- 
tion. The quality of management probably 
plays a more important part in mill com- 
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panies than in any other class of indus- 
trials. There are painful stories of mills 
which: have become moriburid through 
nepotism; and there are many cheerful 
tales of mills which have arisen, phoenix- 
like, largely as the result of the able and 
farsighted direction of some one man 
whose start, more than likely, was made 
at the loom or in the counting-room. 

The Captain of a particular mill indus- 
try, together with his First Lieutenants, 
plays a very important part in the suc- 
cess or failure of these enterprises. It is 
New England’s boast that she has pro- 
duced a tremendous number of such Cap- 
tains and Lieutenants who have measured 
up to the highest standards. 

A friend of the writer is prone to say 
that with New England mills “it is either 
a feast or a famine.” In days of “feast- 
ing” the stockholder may reasonably ex- 
pect fat dividends; in times of “famine,” 
he may rest assured that foresightedness 
and astute management has provided a 
comfortable surplus in most cases and 
that his regular dividends will be forth- 
coming in due course. 

No better or more agreeable illustra- 
tion of the frequently repeated assertion 





it is quite pertinent to note the following: 

(a) The average dividend of New Eng- 
land cotton mills since 1908 on over $50,- 
000,000 of capital is 9.17%, the average 
dividend in 1919, 1330/100%. The divi- 
dend record of New England’s Textile 
Mills is superlative. 

(b) A very recent tabulation as to Fall 
River cotton mills (about 41 in number) 
shows that they paid $9,986,300 in divi- 
dends in 1920, exceeding all previous rec- 
ords by $3,909,994, the average rate of 
dividend for 1920 being 29.148%, the aver- 
age rate for 1919 having been 14.727%, 
and for 1918, 18,462%. These mills paid 
in 1920, $4,525,000 in stock dividends. The 
average dividend for New Bedford mills 
since 1909 is 10.59%; for 1920, 26.17%. 

(c) Perhaps it may be thought that the 
dividend records as given above are not 
fairly representative of normal or pre- 
war conditions, and this is true to a cer- 
tain degree; yet the writer has before him 
a careful tabulation of 29 New England 
cotton, woolen and ‘worsted mills for the 
year 1914. Ten of these mills owed noth- 
ing; 9 with net quick assets in excess of 
‘capital; 7 with net quick assets on 75% 
of capital, and several more with 50% 




















DIVIDEND PAYMENTS BY FALL RIVER MILLS, 

The subjoined table, compiled by Sanford & Kelly, shows the dividend disbursements by 
Fall River mills during the last five years, Similarly large disbursements have been made by 
textile companies in other sections of the country. 

Name of Company Capital 1920 1919 1918 1917 1916 
SN TEE A bec cccdcceececsave 000 24), 10% pt) 9 4% 
Ancona Company, Pfd. ...............++ 100,000 6 6 4% 
TE eats wokit bncebaueehduea 1,000,000 33n 25 26 10 4% 
I Cs Sb wiindacktnnve cqebaases 500,000 40 16 16 % 0 
Border City Mfg. Co, ...........cceee0. 1,200,000 32 14 15% 8a 5% 
FE aa 1,000,000 30 14 12 % 
SME ath c¢alll chevccdecbececveseeta 1,200,000 30 13 20 15 6% 
I ide etn ccnnns cupsanedeetes 800,000 30 14 16 7 & 
TEL thn ctcns scangenederesae 251,700 e 10 8 6% 5% 
ED Balk devcuhidedeecasebdtawna 400,000 22 40 36 8 
Davis Mills oo ee 2,500,000 30k 20 20 14b 8 
DD BED -opedPoasdhceesccecoeveueecess 500,000 35 14% 12% 6 
Flint Mille .i.......+.00-0. -.«. 1,160,000 48 16 24 11% 
Globe Yarn Mills, Pfd. 500,000 7 7 7 
I Cian cee bedeacdaGgondkeesias 1,250,000 27 13 15% 10% 6 
ED: .<ccscduaseanecetecheoss 1,600,000 164m 98 ™% 5 0 
5 “Peer 2,250,000 73b 13 16 19 9% 
EE SEED ncccuscosdebeceeseces 600,000 28 14 17 11% 7 
BEE Be GO Soto ccccsccccesccccocs 1,625,000 30 15% 14 10%d 6 
Di Sn Mh, adgedécsssnbonteseseoss 525,000 33 16 18 22 16 
ES cdivinccdecwensegebeoteess 750,000 28 14 17 13 
OED TE, GR, cccccccccccccccccces 1,500,600 31 14 20 1 
i Ce os as egulonseseneeen 400,000 35 15 12% 5 
Ec cccnudianes sndhesebecthuvet 750,000 $1 15 16% 18% 6% 
St TE acinesatesacedentacepegeese 1,600,000 164m 9 Wy 5% 
Pilgrim Mills, Com, 700,000 19% 21 14 s 4 
SE Cy Gececduiccsapecese -. $50,000 91, 8 8 14 
Pocasset Mfg. Co. ........ seseeeeeess 1,200,000 25 12 15 7™% 5% 
Richard Borden Mfg. .... 1,000,000 31% 13 20 35 11 
Gagamore Mfg: Co. .....-c.ccccccccccccs 1,800,000 25 40 40g 20 
Sanford Spinning Co., Pfd. ............. 500, 0C0 7 7 7 0 0 
ES sccuwchncncive 6tocaghseen 1,200,000 20m 16 18% 5% 1 | 
EL 0 Seu oe cde Age beesdobeescaken 1,200,000 33b 14 15 6%h 514 | 
EE SEE, nocccecccceetscccessogsees 1,000,000 251, 15 17% a 
i i Mi coonssastwbeeesseueeess 1,200,000 14 9 6 6i 
CS err 750,000 73 14 16 19 91, 
i Cr i vc enncnesenenrentetd 300,000 14 10 ll . 8 
CE i TED, socccccxeteseceepe 1,200,000 54 14 40 16 36 
Wrens TED ccc ccc ccccccccecseces 750,000 36 14 13 5% 31, 

| Weetamoe Mills ............-.seeseeeees 500,000 33 15 26 15 614 

| a—Also stock dividend of 20%. b—Also stock dividend of 50%. c—Also stock dividend of 

| 25%, d—Also stock dividend of 30%. e—Dividends not made public. f—Also stock dividend of 
25%. g—Also stock dividend of 50%. h—Also stock dividend of 50%. i—Capital increased 
from $700,000 to $1,200 000 by stock dividend of 713/7%. j—Ineclude 3% deferred. k—Also 
stock dividend of 33 1/8%. m-—Alse stock dividend of 100%. *—New corporation paying first 
dividend in 1918. n—Also stock dividend of 122 2-9%, 




















that stockholders are quasi partners in 
the mill companies can be cited than the 
settled policy of many of these concerns 
to divide their profits from time to time 
in the form of cash and sometimes stock 
dividends. | 

A recent compilation of THe Wat 
Street JourNAL shows (among others), 
Twelve New England Textile Mills which 
have paid stock dividends since March, 
1920, eight of them paying 100%, three 
50%, and one 33 1/3%. 

Finally, as bearing on investment value, 


net quick assets; 7 with more surplus than 
capital, and a majority having surplus 
varying from 50% to 75% of capital, with 
average yearly return to investor, from 
1904 to 1914, inclusive (except one mill 
which averaged only 5.3%), ranging from 
6.5% to 70%—16 of these mills showing 
at least over 11%, and 8 of these from 
15.6% to 70%. 

(d) Stock watering, consolidations, 
trusts or combines are almost negligible 
quantities. 


(Continued on page 302) 
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American Can Company 





The Leader in an Essential Industry 
Anti-Trust Litigation About the Only Shadow in Can’s Affairs—Large Earnings Apparently 


HE canning industry in the United 
States has grown to tremendous pro- 
portions in a comparatively few 

years. Improvements in the manufacture 
of tins and preservatives, the increase in 
urban population and similar factors have 
contributed to this'enlargement. The war, 
of course, with its accompanying demand 
for canned edibles was a tremendous im- 
petus. 

The industry is as little affected, per- 
haps, by periods of depression as any other 








AMERICAN CAN CO. 
TABLE I—Working Capital 


Net 
Ourrent Current Working 
ts Liabilities Capital 
$17,959,990 $2,159,620 $15,800,370 
17,660,937 1,916,157 15,744,780 | 
19,922,429 3,122, 16,799,527 
.. 28,556,069 5,929,481 22,626,568 
. 48,388,972 18,184,578 24 





844 
44,055,777 10,218,720 33,837,057 














in the country. When people “are fore- 
going about everything else, they still want 
canned fruits, vegetables, meats, soups, fish, 
lard, tobacco, etc. Canning may fairly be 
called an essential industry. 

The American Can Co., formed in 1901 
as a consolidation of something like seventy 
different concerns, is the leading factor in 
the industry. The capitalization of the 
company, includes $41,233,300 common 
stock, a like amount of preferred stock 
and $10,791,500 sinking fund debentures, 
due 1928. 


Growth of the Company 

Since its organization 19 years ago, the 
American Can Company has developed a 
large and powerful organization. An in- 
dication of its growth in recent years is 
the fact that, whereas it was operating 
39 factories in 1907, the company’s chain 
includes 57 factories today. 

As an earner, American Can did not 
really hit its stride until 1913. In that 
year, however, the company was able to 
pay a total of 31% in preferred dividends, 
this action discharging 24% of accumulated 
dividends on that issue. The regular 7% 
was paid on the preferred in the succeed- 
ing two years; then, in 1917, 15.97% was 
paid, clearing up all back dividends due 
on this issue. 

The reported earnings of the American 
Can Co. have shown a substantial balance 
available for the common stock each year 
since 1913. For each successive year 
from 1913 to 1917 the company earned 
2.66, 3.61, 5.19, 12.31 and 21.84%, respec- 
tively, per share of common stock. In 1918, 
the earnings on the common dropped sharp- 
ly to 7.55%, contrasting with 21.84% earned 
in the previous year; and in 1919 a further 
decline to 5.56% on the common stock was 
reported. 

It is difficult to explain this surprising 
reaction in the company’s profits, especially 
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Plowed Back 
.By ARTHUR J. NEUMARK 


since the company’s excess profits and in- 
come tax reserves for 1918 were in ex- 
cess of the reserves for the previous year. 
It is a natural assumption, under the cir- 
cumstances, that very large amounts were 
plowed back into property during 1918 and 
1919. Official figures would seem to indi- 
cate that the total thus plowed in was 
possibly as much as $20 per share on the 
common _ stock. However, the exact 
amount is a matter for conjecture only. 
The Dissolution Suit 

In 1916, the Government entered a mo- 
tion in the U. S. District Court of Balti- 
more asking for the dissoluiion of the 
American Can Co. on the ground that it 
was a trust. On July 7, 1916, the court 
refused to dissolve the company and an 
appeal was taken by the Government in 
the following August. On January 2, 
1918, the Attorney-General made a mo- 


This point may be more clearly under- 
stood after a brief review of the American 
Can Co.’s financial position. 
Financial Position 

The financial position of the American 
Can Co. is strong. Net working capital 
as of December 31, 1919, amounted to 
$33,837,000, equivalent to over $82 per share 
of common stock. Assuming that the en- 
tire $41,233,300 common shares represent 
“good will, patents and trade marks,” the 
company’s net tangible assets amount to 
over $21,900,000 or better than $53 per 
share. This is, undoubtedly, an over- 
conservative valuation of the shares. We 
would probably come much nearer the 
mark if we assumed that only $10,000,000 
of the $41,233,300 of good will, etc., were 
tangible assets; and this would give the 
common a net asset value of $31,900,000 
or $77 per share. The figure contrasts 
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tion in the Supreme Court that the hear- 
ing of the Government’s appeal be con- 
tinued until the October, 1918, term of the 
Supreme Court. In October, 1918, a 
similar motion was made by the Attorney- 
General that the hearing be postponed un- 
til October, 1919 term of the Supreme 
Court, which was granted. This hearing 
was again postponed and no definite date 
has been’set for the argument. 

There is not much profit to be derived 
from speculating as to the outcome of 
legal processes. However, it is of passing 
interest to note that the “financial com- 
munity expects the suit will either be 
dropped by the Government or decided in 
favor of the company. The favorable de- 
cision rendered in the District Court of 
Maryland lends color to the latter theory. 

Stockholders, of course, would welcome 
an early end of the litigation which blurs 
the company’s outlook from their point of 
view. No matter what the outcome, how- 
ever, it appears that the immediate in- 
terests of the holders are amply protected. 











TABLE Il—<Analysis of Earnings 
% 
Earned Earned 
Oper. Net on on 


Income Income Pref. Com. 
| 1918 ...$6,245,679 $3,982,917 9.66% 2.66% 
| 1914 .,. 5,807,802 4,376,173 10.61 8.61 


1915 ... 6,533,806 5,029,273 12,19 5.19 
1916 ,..11,091,048 7,962,982 19.31 12,81 
1917 ,..21,995,042 11,892,859 28.84 21.84 
1918 ...17,076,835 6,000,827 14.55 7.55 
1919 ...11,728,758 5,180,225 12,56 5.56 




















with the present market price for the com- 
mon stock of $30 per share. 

American Can is not in so good a po- 
sition as its chief competitor, Continental 
Can, from the standpoint of tin plate re- 
quirements. Where the latter controls a 
tin plate mill, supplying it with a large 
percentage of its tin plate needs, American 
Can is under the necessity of buying all 
its tin plate in the open market. Its 
purchases are made largely from the 
American Sheet & Tin Plate Co., a sub- 
sidiary of the U. S. Steel Corporation. 
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To finance its purchases of tin plate and 
other raw material, American Can had to 
borrow $12,000,000 a year in 1918 and 1919. 
The chief strain occurs around June and 
July, when a heavy demand for packers’ 
tins sets in. It is hoped that in the com- 
ing year the necessity of this borrowing 
will no longer exist because of the con- 
siderably reduced price of tin plate. 

However, American Can has had no 
difficulty in paying off these obligations 
as they have come due. As of December 
31, 1919, the company had a total surplus 
of about $22,000,000 and was well-fortified 
with working capital. 

The market for tin-plate is subject to 
wide fluctuations. At a recent date the 
market was quoted at about $7 per 100 
Ibs., as against a price of $3.25 per 100 
Ibs. in 1915. The highest price tin plate 





Replogle Steel Company 





ever reached was scored in the summer of 
1917, when it was quoted at $12 per 100 
Ibs. 

The present price of standard sanitary 
tin cans is $36.50 per 1,000. This price 
went into effect on September 20, 1920. 
From January to August, 1920, tin cans 
were $34.25 per 1,000. Prices were with- 
drawn during August and reopened in 
September at the higher rate. These 1920 
prices contrast with a price of $18 per 
1,000 prevailing in 1915. 


Outlook for the Securities 


Ever since American Can discharged 
the last of the back dividends due on its 
preferred shares there has been talk of the 
possibility of dividends on the common. 
So far dividends have not been paid on this 
issue, however; and the likelihood of their 





being inaugurated is obscured by the anti- 
trust suit hanging over the company. It 
seems unlikely that American Can will 
change its financial policy until the skies 
are cleared and the officials can have some 
surety of what is ahead. 

The company’s 5% debenture bonds of 
1928 and 7% preferred stock are both 
selling around 85, the bonds yielding over 
744% to maturity and the stock over 8.2%. 
Both of these issues are first class invest- 
ments, adequately secured as to earnings 
and assets. 

In sympathy with all industrial shares, 
American Can common declined heavily 
late last year. It has rallied strongly from 
its low price of 22, which was the lowest 
price recorded since 1914. Regarded as a 
non-dividend paying speculation it has in- 
teresting possibilities.—vol. 26, p. 19 


High Rail Rates Should Favor Replogle 


Mines and Blast Furnaces Located Within Forty Miles of New York—Plant to Make Pig Iron 





Sponsors of Replogle Also Control Vanadium 


By E. KILBURN SCOTT, Consulting Engineer 


AST July the shares of the Replogle 
Steel Company stood at $93. The 
present price is around $34. The first 

big break of 22 points caused the N. Y. 
Stock Exchange to commence an investiga- 
tion of the dealings in this stock, and two 
days later the price fell another 19 points 
to $30. The situation is now much bet- 
ter because strong banking interests have 
arranged to take care of about 60,000 
shares, which were on weak marginal ac- 
count. 

While there is still considerable public 
interest in this company’s affairs, it may 
be useful to examine some of the techni- 
cal features surrounding its operations. 
The first thing to note is that the title of 
the company is somewhat of a misnomer 
because the plant is for making pig tron 
and not for making steel. 

In order that non-technical readers may 
see at a glance the part which blast fur- 
naces play in iron and steel manufacture 
the accompanying chart has been prepared. 
It will be seen that when iron ore, lime- 
stone and coke are treated together in a 
blast furnace, the product is pig iron, and 
it is when this pig iron is treated in other 
special forms of furnaces that it is con- 
verted into foundry iron, malleable iron, 
wrought iron, and various kinds of steel. 

A very large amount of pig iron is re- 
quired for making foundry iron, and most 
of the output of the Replogle plant will be 
used in this way just as was the case with 
the old Wharton Company which was 
taken over in 1916. 

In 1900 Mr. Joseph Wharton built three 
blast furnaces near Dover in New Jersey 
and they stood idle from 1911 to 1916 until 
the great war demand caused Mr. J. Leon- 
ard Replogle and his associates to buy the 
Wharton mining properties and restart the 
furnaces. During the remainder of the 
war period they were in active operation 


and this experience showed that an up-to- 


date plant for making pig iron near New 
York would have considerable advantages. 
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It was therefore decided to rebuild the 
blast furnaces and add modern plant for 
concentrating ores, and sintering fine ore 
and also the fine dust which had been ac- 
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T. L. REPLOGLE 


HE recent spectacular breaks 
T in the shares of the Replogle 

Steel Co. have drawn much 
public attention to this concern, and 
therefore the following article is op- 
portune. Mr. Scott ranks high as a 
technical expert. In a recent debate 
in the U. S. Sentute he was referred 
to as “among the highest authorities 
in the world outside of Dr. Steinmetz 
and a few other men of our own 
country.” 











cumulated by the old furnaces. In Oc- 
tober, 1919, the Replogle Steel Company 
was incorporated as a holding concern of 
the Whafton Steel Company and the 
Wharton and Northern Railway Company. 
The entire issue of the Replogle Steel 
Company, namely, 250,000 shares of no par 
value, was underwritten by Kuhn, Loeb 
and Company at $50 a share and brought 
out at $55, the issue being oversubscribed. 
When the Replogle Stee! Company 
started operations it had $5,732,000 cash in 
the bank; its plant and equipment were 
valued at $4,236,000, and other assets 
brought the total up to $12,121,000. 


Mining Properties 


The mining properties consist of 4,100 
acres owned in fee simple with mineral 
rights and 1,000 acres of mineral--rights 
owned in fee. The ore runs Suutiteast to 
northeast for about 12 miles, and ig, Prac- 
tically continuous. There are 29 old work- 
ings which have produced about 7,000,000 
tons of ore, and four are in process of de- 
velopment, namely Replogle, Dickerson, 
Bryam, and Hibernia. 

The principal source of ore is 1.3 miles 
from the blast furnaces and was worked 
for 20 years to 1887 under the name of 
Scrub Oaks. In 1917 it was restarted un- 
der the name of the Replogle mine, and it 
has been diamond drilled for a linear ex- 
tent of 8,000 feet and proved to a depth 
of 1,240 feet. It is estimated to contain 
27,000,000 tons of ore, and since 1917 over 
300,000 tons of ore have been mined from 
two levels. The production of the mine is 
about 900 tons of crude ore per day of two 
shifts of 8 hours each. 

The late Mr. James Gayley estimated 
that the properties owned by the Replogle 
Steel Company contain 100,000,000 tons of 
ore and on the 1918 production the life 
should be about 300 years. It is hoped to 
get the production up to a million tons per 
year. 

As it lies in the ground the ore may be 
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csumated to be worth one dollar per ton, 
for the royalties paid on the Messabi ore of 
Lake Superior containing 51% of iron 
range round $1.50 per ton. It is estimated 
that there should be $4 per ton profit on 
the mining and sale of ore. 

The crude ore averages 36% of iron and 
since 1918 has been concentrated magneti- 
cally, about 30% of the ore is non-mag- 
netic and this is treated in a wet concen- 
trating plant. The concentrating plant has 
a capacity of 2,500 tons per day, and dur- 
ing the first eight months of 1920 the con- 
centrates averaged 60.18% of metallic iron, 
13.2% of silica and 0.032% of phosphorus. 

A new vein of ore which has been dis- 
covered gives the following analysis: Iron, 
69.47% ; phosphorus, 0.027%, and titanium, 
0.13%. 






Remodeling of Blast Furnaces 


The remodeling of the two blast fur- 
naces at Wharton is about completed and 
they can now produce 1,000 tons of pig 
iron per 24 hours. In size they rank with 
the largest in the country, being 90 feet 
nigh and 20 feet in diameter. Each fur- 
nace has 4 Roberts’ stoves to heat the air 
blast, a pig iron casting machine of the 
conveyor type, 20 bins for ore and 2 bins 
for coke. 

Sintering of fine ores and flue dust is a 
valuable modern development as it makes 
use of good material formerly thrown 
aside. About 25% of the concentrates 
from the Replogle mine will be sintered 
and also the accumulation of flue dust 
from several years’ operation of the old 
furnaces. 

Lime is -obtained from the company’s 
quarry at Ogdensburg, about 20 miles 
away, which quarry has a working face 
of 1,000 feet long and 70 feet high. 

The Wharton and Northern Railway 
runs along one side of the furnace site, 
‘he Morris Canal is on the other and the 
Rockaway River at one end. . The ore 
storage yard will hold 275,000 tons, and in 
it there are now about 30,000 tons of con- 
centrates containing 60% of iron and 
75,000 tons of Lake Superior ores con- 
taining 50% of ‘iron for making foundry 
iron. 

The electric power plant is equipped 
with 20 Sterling boilers, 6 blowing en- 
gines having a capacity of 100,000 cu. ft. 
of air per minute, a 1,000 kilowatt Corliss 
engine and electric generator, also 3 
pumps, each of 1% million gallon capacity. 

In 1918 the production of pig iron from 
the old furnaces was 156,980 tons, which 
fell to 25,987 tons in 1919, when recon- 
struction of the furnaces was commenced. 
When the furnaces are restarted the rate 
of production should be 360,000 tons a 
year. 

Mr. James Gayley’s estimate of cost of 
production of pig iron is $24 a ton of fin- 
ished pig iron based on a price for coke 
at $8.50 per ton. Eventually the company 
plans to erect its own by-product coke 
oven. 

The Wharton and Northern Railroad 
Co. owned by the Replogle Steel Co. has 
about 26 miles of single track and serves 
the Army and Navy Arsenals at Picatury 
besides doing cross-over business with the 
Erie Railroad and the Lackawanna Cen- 
tral Railroad of N. J. 
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Outlook 


Regarding the outlook for the company 
it may be. fairly claimed that the recent 
increases in railway rates are in its favor, 
for they tend to localize manufacturing 
operations. 

One ton of finished pig iron requires for 
its manufacture several tons of iron ore 
depending on the iron content and about a 
ton each of coke and limestone. Again to 
make this pig iron into steel, further raw 
materials are required to flux away the 
impurities and get the desired tensile and 
other physical qualities. About six tons 
of material have therefore to be hauled 
over the railways for each ton of steel 
produced and the increased railway rates 
should affect cost by about $6 to $8 per 
ton. 

Increased railway rates will also tend to 
localize all industries which use heavy raw 
materials and make heavy products and 
for this.reason.the Replogle Steel Co. has 
a considerable advantage in having its 
mines and blast furnaces within 40 miles 
of New York City. 

The iron and steel companies of Pitts- 
burgh and further west will have heavy 
freight rates against them when competing 
in Eastern markets which, so to speak, lie 
at the door of this New Jersey concern. 

In the future it will be an advantage for 
iron and steel works to be situated near 
the Atlantic seaboard where they will be 
able to obtain the rich ores from Cuba, 
Brazil, etc., at lower cost, because of there 
being practically no rail transportation. 

A good deal of ore has already been im- 
ported from the district of Mayari in Cuba 
by the Pennsylvania Steel Co. This ore 
contains smal] quantities of nickel and 
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are concerned. The plant and mines were 
practically closed down between 1909 and 
May, 1917. Numerous deficits were shown 
between 1914 and 1916 which really re- 
flects expenses of maintenance and some 
perfunctory development. Not until the 
present interests took hold was there a 
possibility of an earning power which was 
shown in 1917 as equivalent to a net of 
$373,898. This advantage was speedily 
lost by further deficits of $220,008 in 1918 
and another of $546,854 in 1919. For the 
last fiscal year ended June 30, 1920, the 
company was able to “get by” with a profit 
of $224,629—not from operations of its 
mines, but as a result of interest from se- 
curities and cash. It will probably take a 
long time before Replogle Steel, the pres- 
ent corporation, will be able to conduct 
mining and selling of ores on a profitable 
basis, or to pay dividends on its 250,000 
shares of no par value outstanding. 

But the hopes of its sponsors are not 
based on an immediate earning power. The 
leading spirit of the venture is, of course, 
Mr. Replogle himself. On the board of 
directors will be found interests represent- 
ing the du Ponts, the Empire Trust, Kuhn, 
Loeb & Co., and Harry Sinclair; and it is 
believed that apart from about 400 to 500 
individual stockholders, the bulk of hold- 
ings lie substantially where they were un- 
derwritten, namely, with the directors act- 
ing through Kuhn, Loeb & Co., who are 
credited with the original underwriting of 
the stock at $50 a share. 

Leading interests say they are well satis- 
fied with the longer range prospects, even 
at $50 a share, against a price around 30 
today, which latter price would show a 
valuation of about $7,500,000 for the en- 
terprise. Tentative valuations have been 
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chromium, and so can be advantageously 
used in making nickel chrome steel. 

In this connection it is of interest to note 
that the same group which controls the 
Replogle Steel Co. is also behind the Van- 
adium, Corporation, which latter concern 
owns the principal deposits of vanadium 
and molybdenum in the world, and the 
new supersteel brought out by Professor 
Arnold, of Sheffield, depends for its re- 
markable qualities on these two metals. 


Earnings and Outlook 


In the past, operating as the Wharton 
Steel Company, the predecessor company 
has not made a showing so far as earnings 
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placed upon its furnaces of $6,000,000 (re- 
production value), mill at cost $2,000,000, 
railroad $2,000,000 (an offer of this 
amount turned down) and inventory of 
iron conservatively $1,000,000, This totals 
$11,000,000, or $44 a share without allow- 
ing anything for the mines. The latter 
have been estimated to contain 100,000,000 
tons of ore valued at $1 per ton in the 
ground. It seems useless to go further to 
try and estimate potential values. 

The leading owners of the company are 
business men who have been accustomed 
to patient waiting for handsome returns, 
and no doubt their interest in this company 

(Continued on page 498) 
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United Fruit’s on Exceptionally Stable 


Small Funded Debt, Excellent Dividend Record and Unusually Strong Cash Position Contrib- 
ute to Company’s Unique Position 


ROM the earliest times the various 
fruits of the earth have been sought 
for and exchanged by man. The 

ancient trader foresaw the appeal which 
new and unknown fruits would have for 
the palate and-~ appetite of his fellow 
ccuntrymen, and he quickly commercial- 
ized it. Today great companies are en- 
gaged in the business of obtaining fruits 
at one shore and transporting them to an- 
other. 

Prior to 1899, a number of individyal 
concerns handled the fruit industry in this 
country, and several shipping companies 
carried this commodity alone. To unite 
these efforts and give greater efficiency— 
and thereby increase earnings—the United 
Fruit Company was organized, and from 
the very start was highly successful. The 
company was incorporated under the laws 
of New Jersey to engage in growing 
tropical products, manufacturing sugar 
and owning and operating steamships. The 
business and properties of upwards of a 
score of more or less important concerns 
were acquired at a purchase price in cash 
of a little over $11,000,000. Most of these 
companies held lands and other properties 
in South or Central America, or in the 
West Indies. 


Fruit and Steamship Properties 


In addition to the steamships acquired 
at organization, the company has from 
time to time purchased other such prop- 
erties by buying the controlling interest 
of various corporations, or by buying such 
properties outright. In the past few 
years, United Fruit has appreciably m- 
creased its investments in steamships, and 


By J. L. CHEATHAM 


many of the steamers at the present time 
have been built under its own specifica- 
tions and standards. A year ago, the total 
vessels under American and British reg- 
istry were 37 and an additional 15 were 
chartered from other companies, making 
a grand total of 52 ships with a tonnage 
of over 200,000 tons. Besides these ves- 
sels, the management had placed orders 
for the construction of 8 new steamships 
for thé United States trade and 6 for 
European business. It was announced 
that the company obtained a substantial 
interest in the New England Oil Company 
and also that it had purchased a 10,000- 
ton oil tanker which will be used for its 
own steamship fleet. 

To operate its plantations economically 
and efficiently, this company has had to 
make extensive investments in railroads 
and tramways, until at present it owns or 
operates over 1,100 miles of railways and 
over 440 miles of tramways, with large 
quantities of equipment for use on these 
properties. 

On its plantations, which are very ex- 
tensive, are grown every sort of tropical 
fruits, but the most important of these 
fruits, from the commercial standpoint, is 
the banana. There is an ever increasing 
demand for this ,product; in faet, the 
banana is one of the curiosities of the 
fruit kingdom, and it is especially well 
adapted for shipping and handling, besides 
being palatable and of great food value. 

The plant upon which the banana grows 
cannot be called a tree, a bush or a shrub. 
Though it is sometimes as high as thirty 
feet, it has no woody fibre and the bunches 
of fruit growing on the smaller plants are 


often heavier than the stalks supporting 
them. So prolific is this fruit that it is 
estimated to yield about forty times as 
much as the potato and over one hundred 
times as much as wheat. It grows prin- 
cipally in the tropics or sub-tropics, and 
in its wild state is little used as food, be- 
cause in this state there is very little of 
the luscious pulp about the fruit, the 
large seeds taking most of the room. As 
the plant has become more and more cul- 
tivated, the seeds have gradually disap- 
peared and the pulp has increased so at 
the present stage of a plant the seeds have 
been entirely eliminated, and to continue 
the propagation of the cultivated banana, 
“shoots” from the plant itself must be 
used. A large profit is derived from the 
banana, and its enormous and_ steady 
market has indeed been an asset to this 
company. 


Sugar Properties 


The sugar operations of United Fruit 
have been exceedingly profitable. The 
company is complete in itself in the pro- 
duction and sale of sugar. The sugar 
cane is grown on its own plantations in 
Cuba and is crushed and made into raw 
sugar in its own mills; and to allow it to 
complete the operation and refine this raw 
sugar, a most modern refinery was con- 
structed on the Mystic River at Charles- 
town, Mass. The daily capacity of this 
plant is 1,250,000 pounds of refined sugar 
and it is considered to be one of the most 
thoroughly equipped plants of its kind in 
the country 

Since the company has such large in- 
vestments in the sugar business, it will be 





Photo by Brown Bros. 


A BANANA PLANTATION IN COSTA RICA 


The large and constantly growing demand for the banana, which can be handled to yield a large profit, has largely contributed 
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to United Fruit Co.’s prosperity 
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well to briefly bring out the importance 
of this industry. 

While the sugar industry is passing 
through a critical price period, and the 
inventories of some of the sugar com- 
panies have been a source of great em- 
barrassment to the management, neverthe- 
less there is no business which has shown 
such uniformity of operating conditions 
over a period of years. 

The world over we will find, as a rule, 
the poorer the people the less sugar it 
eats, while the more spending money it 
has, the more it uses. The use of sugar 
might depend upon many other things than 
prosperity, but it is interesting to note 
how closely sugar and spending money 
seem to go hand in hand. 

It would seem, if prosperity “sweetens 
our sweet tooth” that adversity would 
have the opposite effect. But such is not 
the case, as is shown by numerous records. 
The decade between 1890 and 1900 was a 
period of protracted and general financial 
depression in this country. During this 
period, instead of cutting down our sugar 
to a point where it had formerly been, 
we kept it at just about a constant level. 
To simply say that we use more sugar 
because we are more prosperous is not 
the whole truth. The simple fact is that 
we have come more and more to realize 
that sugar is a good 





The funded debt, which at one time was 
quite large, has been wiped out almost 
entirely, partially by the increase in cap- 
ital stock, but largely by paying off its 
obligations. In 1914 there was outstand- 
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594,117. This does not include other cur- 
rent assets. 


Conclusion 


The United Fruit Company is engaged 
in a business which has shewn great 
stability in earning power for a number of 
years. The company’s operations are 
practically self-contained and there are 
few middlemen in its business, From the 
soil on which the products are grown to 
putting its commodities in the hands of 
the retailers, the company handles prac- 
tically everything. 

The fruit or food business is unlike 
manufacturing. When food or fruit is 
sold it disappears from the market almost 
immediately, while automobiles, locomo- 
tives ‘or other manufactured products re- 
main in the market as an influence tending 
to produce a saturation poimt beyond 
which only repair work and a moderate 
amount of new business is possible. 

Considering the small amount of funded 
debt, the strong financial standing and the 
excellent dividend and earnings records 
together with its character of business, the 
capital stock of this company is in a 
unique position. Should bad times de- 
velop, there are no large interest charges 
or a big funded debt. In other words, 
earnings from operations are almost en- 

tirely applicable to 
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adversity we have 
merely cut down on those foods which 
cost more and give us less value. 

If demand for sugar increases during 
the next fifty years as it has during the 
past fifteen, we must increase our facil- 
ities for producing it, to at least seven 
times the present capacity. 

This company’s properties are located in 
Cuba, which is recognized to be the best 
fitted locality for growing cheap sugar 
cane, and the fact that this company is 
complete in itself and can produce the 
sugar from the cane to the finished pro- 
duct, gives it an advantage over other 
companies. 

Sugar has always had the broadest and 
most easily accessible world market and 
is in universal demand and readily sal- 
able. After the present situation has 
cleared up, the previous uniform condi- 
tions should again prevail. 

In addition to its regular business, United 
Fruit maintains several winter resorts in 
the tropics: The picturesque scenery, the 
beautiful surroundings and the wonderful 
accommodations have made its operations 
along these lines increasingly attractive. 


Earnings and Capitalization 


The capitalization of the United Fruit 
Company has shown some very pro- 
nounced changes in the past few years. 
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ing $36,619,300 capital stock and $33,581,- 
514 funded debt, while in 1920 the capital 
stock was $50,316,500 and the funded debt 
had been reduced to less than half a mil- 
lion dollars. At the present time, due to 
the declaration of the stock dividend of 
100%, there is $100,000,000 capital stock 
outstanding, while $653,600 represents the 
total funded debt. 

In the 2134 years to December 31, 1920, 
the company has paid out in dividends a 
total of over 214% on its capital stock, or 
an average annual dividend rate of almost 
10%. The compamy’s financial growth 
cannot be more fully emphasized than by 
stating that in the 5 years ending Decem- 
ber 31, 1919, the working capital increased 
from a little over $3,000,000 to almost 
$23,000,000, or an ificrease of over 600%; 
and during the 8 years ending at the same 
time, an average of.over $23 per share was 
earned each year on the capital stock. 

The present strong cash position of the 
company is a credit to the management 
and a-great asset fromthe stockholder’s 
standpoint, especially at the present time, 
when many concerns are embarrassed by 
the tight money conditions. On Novem- 
ber 30, 1920, the company reports $22,- 
410,444 cash gn hand, and in addition 
$16,183,673 worth of American and British 
government securities, or a total of $38,- 


Although the fact 
has beén disputed, there can be no doubt 
that the knowledge of tobacco and its uses 
came to the rest of the world from Amer- 
ica. In November, 1492, a party sent out 
by Columbus from the vessels of his first 
expedition to explore the island of Cuba 
brought back information that they had 
seen people who carried a lighted fire- 
brand te kindle fire. 

Tobacco is cultivated in localities scat- 
tered over almost the whole world, rang- 
ing as far north as Quebec, Stockholm 
and the southern shores of Lake Baikal in 
one hemisphere and as far south as Chile, 


_the Cape of Good Hope and Victoria in 


the other. While the plant adapts itself 
to a great variety of climatic conditions 
and will grow in almost all kinds of soils, 
its flavor and quality, however, are largely 
affected by variations in both the climate 
and the soil. In fact, very slight differ- 
ences in climate appear to cause very great 
differences in the quality of a tobacco 
crop. An analysis of the soil, alone, will 
not determine the suitability of a region 
for a particular kind of leaf, the only way 
of determining this essential point being 
by actual experiment. In general, tropical 
and semi-tropical temperature with a com- 
paratively dry climate give the best re- 
sults, 
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Crucible Steel Co. 





HE sudden change in the industrial 
scenery, which disclosed many 
heavy, black clouds on the horizon, 

Aeads to the question as to whether 
s me of the industrials now paying big 
lividends will be able to maintain 
them. Crucible Steel is one of these 
companies. 

It will be remembered that Crucible 
paid a 100% stock dividend in 1920. 
Crucible pays $8 a share, equivalent to 
$16 on the old capitalization. Can the 
company maintain the present cash 
rate? 

Glancing back at the recent yearly 
records of the company, it will be seen 
that a very high earning power was 
enjoyed. Thus in 1916, it earned $45 
a share; in 1917, $42 a share; in 1918, 
$48 a share; in 1919, $31 a share, and in 
1920, on the basis of the old capitaliza- 
tion, $40 a share. Expressed in terms 
of the increased capitalization, earnings 
last year, amounted to $20 a share. 

Those who are inclined to think that 
Crucible cannot continue the present 
rate certainly get no encouragement 
from the history of the company during 
the past few years. However, there is 
another side to the story. This is bet- 
ter illustrated by referring to earnings 
previous to the war. In the period 
1910-1914, the company earned a yearly 


average of about $7.50 a share. This 
was on the old stock. In terms of the 
present stock, these earnings would 


have amounted to about $3.75 a share. 
If the company were to slide back to 
its pre-war record, it certainly could not 
pay the $8 dividend. That much is ap- 
parent. 


Plowed-in Earnings 


The question is, of course: Will 
Crucible slide back to its pre-war rec- 
ord? There have been certain develop- 
ments in the history of the company 
during the past few years which would 
tend to answer that question in tMe 
negative. For one thing, Crucible, 
which has a far-sighted management, 
put its high war earnings to splendid 
use. Most of these earnings were 
plowed back into the company. Plants 
were renovated; new plants were built; 
loading facilities were extended, and in 
general, the company was put through 
a house-cleaning process from top to 
hottom. 

As a result, the company expanded 
its productive capacity, and at the same 
time lowered its production costs. Thus, 
where it used to buy one-third of its pig 
iron in the open market, it now manu- 
factures all its pig iron requirements. 
Where it formerly went into the market 
for coke, it now manufactures all its 
own coke. Where it used to depend on 


railroad transportation to haul coal 
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Earnings 
By A. T. MILLER 


from its mines to the large plant at 
Midland, Pa., this is now hauled via 
the cheaper river route. In a word, 
the company has become -practically 
self-containing, and has otherwise re- 
duced costs considerably. 

Therefore, to compare the Crucible of 








TABLE I.—CRUCIBLE’S WORKING 
CAPITAL. 

Current Current Working 

Assets Liabilities Capital 
1913 ....$12,927,447 $3,703,787 $9,223,660 
1914 - 10,909,210 3,704,678 7,204,532 
1915 18,465,586 6,011,170 7,454,416 
1916 22,350,196 5,124,515 17,225,681 
1917 25,364,312 6,872,544 18,491,768 
1918 ....°40,883,451 15,038,144 25,845,307 
1919 .... 42,842,923 14,208,020 28,634,908 
1920 . 44,093,918 15,847,296 28,246,622 
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TABLE II.—DIVISION OF CURRENT | 








ASSETS, AUG. 31, 1920 
% of Total | 
Inventories ....... $30,557 ,398.37 6p.62 
Accounts receivable 
(less reserve) ... 10,581,474.81 23,74 
Cash in banks and | 
on hand ........ 2,747 ,080,44 6.12 | 
| Investments in U. | 
Gov't Securi- | 
Ol cvews saecces 87,000.00 0.20 } 
Advance payments, 
GOR. sé de cndecvecs 120,964, 43 0.32 | 
ee $44,093,918.05 100.00% 
| 














today with the Crucible of pre-war 
times is decidedly unfair, and in reality, 
has little significance. Further, the 
consumptive capacity of the country 
with regard to the particular products 
manufactured by Crucible is  un- 





What About Crucible’s $8 Dividend? 


Company, Although in Splendid Financial Shape, Faces Possibility of Reaction to Pre-War 


doubtedly much greater than it was a 
decade ago, and only extreme pes- 
simism would warrant the opinion that 
the demand for Crucible’s goods is go- 
ing back to the old levels. 


Trade Prospects 


The present industrial situation and 
the probable outlook for the next few 
months is something to take into con- 
sideration, however, and there is no 
reason to believe that Crucible can es- 
cape the full consequences. In fact, the 
company has already begun to feel the 
change in the industrial situation. For 
example, at the end of November, it 
showed unfilled orders on its books for 
tool steel, amounting to only 46,525 
tons as against 74,900 tons at the end of 
August and 84,228 tons at the end of 
last February. In other words, unfilled 
tonnage, which has undoubtedly de- 
creased since the end of November, is 
now less than half that of eleven 
months ago. 

Under the circumstances, ofe can ex- 
pect earnings to decline. How far the 
decline will go is difficult to estimate, 
but it is clear, unless the situation 
changes very soon, that the company 
will not be able to show earnings of 
$20 a share at the end of the current 
fiscal year in August, as it did at the 
end of the previous fiscal year. How- 
ever, earnings will have to drop pretty 
far to endanger the present $8 dividend 
rate, and under the circumstances, I 
am inclined to believe that the dividend 
rate can be maintained on the present 
basis, at least until the end of the fiscal 
year. 


Financial Condition 


Aside .from the company’s earning 
power, which will undoubtedly show a 
decline, interest centers chiefly on the 
present financial condition. One thing 
may be said at the outset, and that is 
that Crucible is not going to expend 
any large sum for further improve- 
ments in the near future. Thus, its 
working capital will be confined ex- 
clusively to ordinary current business 
requirements. 

As of Aug. 31, current assets 
amounted to $44,093,918, as compared 
with current liabilities of $15,847,296. 
Thus, current assets are approximately 
three times current liabilities. It is es- 
sential, however, to analyze current 
assets. Of these, inventories amount 
to $30,557,398, or 69% of current assets. 
Accounts receivable amount to $10,- 
581,474, or 23%. To swing this busi- 
ness, the company has only less than 
$3,000,000 in cash. and Government se- 
curities, cash representing about 6% of 
total current assets. ° 


(Continued on page 497) 
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ISLAND OIL & TRANSPORT 


Output and Pipe Lincs 

Recent reports are to the effect that out- 
put for 1920 was 15,000,000 bbls. but it is 
not claimed that this represents the com- 
pany’s Own production. The troubles that 
developed in the Chinampa and Tepetate 
elds during the past year through salt 
water are not over; and we hear that the 
last of its big wells was recently closed 
down (Chinampa 114). Other reports 
coming from Mexico are not encouraging 
on the subject of these fields. During the 
year Island’s 8-inch pipe line from Chin- 
ampa to Palo Blanco was doubled to a 
daily capacity of 50,000 bbls., and it seems 
that this investmert will have to pay its 
way through oil purchased from other 
companies in the field. The company plans 
to extend the Chinampa main lines down 
to Zacamixtile, and later from the latter 
ield to the coast, which will give it an 
extensive system. However, while drill- 
ing is planned in the Zacamixtile field, it 
has got to find oil free from salt water, or 
uty oil to keep its lines busy. The com- 
pany is at present more of a marketing 
concern than a producer, and this coupled 
with heavy settlements in litigation with 
Metropolitan Petroleum and others per- 
haps accounts for the poor showing in 
earnings. It seems better to await further 
extensive developments before buying some 
stock, which does not look attractive in 
view of the above. 





FISK RUBBER 


Conserving Rather Strong Resources 

Fisk Rubber is understood to be in a 
sound financial condition with quick as- 
sets in the ratio of 2:1 to liabilities. The 
company reports a good outlook for spring 
business and that the sales for 1920 were 
$42,000,000 net, compared with $43,000,000 
in 1919, which was the highest year in 
the history of the company. In the slump 
in the rubber industry, the company found 
itself with large inventories, but fortunate- 
ly the finished product is of standard sizes 
and can be utilized without any great 
charges against inventory loss. The direc- 
tors stated that the company earned the 
regular dividend, but that in order to con- 
serve its cash resources, it was passed. 
We are of the opinion that the stock has 
discounted the adverse factors connected 
with the industry, and this company in 
particular, and although there may be re- 
cessions before there is a sustained up- 
ward movement it would be as well to hold 
your stock. Your purchase price (19) 
was not unduly high as purchases go in 
Wall Street, and in any sustained upward 
movement you should be able to retire 
from the commitment without a loss, and 
perhaps a profit. 





CANADA COPPER’S BONDS 


A Specvestment of Some Promise 


Canada Copper 5 yr. 6s are quoted 40- 
50 with few sales. The small amount of 
$710,000 should make it possible for the 
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company to retire these when due, with 
ordinary prosperity. While the company 
is in a rather dormant state, this is now 
due entirely to the dullness in the demand 
for copper. With any renewed activity 
this company is in a good position to pro- 
duce at a fair profit. It has an excellent 
mine and mill, completed a few months 
ago. Wy.<rk has been temporarily sus- 
pended at the mine and mill, owing to the 
situation, but will be resumed at such time 
as there is an improvement. The com- 
pany was recently reorganized under the 
Canadian Laws, the new company assum- 
ing the bonded obligations of the old. 

In the recent reorganizat‘on the company 
secured $500,000 for development opera- 
tions, and its cash position for a company 
of its character can be considered good. 








IMPORTANT ANNOUNCEMENT | 
Regarding Inquiries | 

Our last issue explains in detail our 
reasons for making changes in our =e | 
to subscribers, non-subscribers and sub- 
scribers using the Investment Letter 
service. We will be glad to detail these 
reasons to anyone objecting to these 
charges. Since the change was made, 
the majority are well satisfied to get far | 
better service at nominal rates, which | 
are as follows: 

(a) To subscribers only $1 per security, 
or subject, or question where the latter 
covers different, subjects. 

(b) The Investment Letter is sold upon 
its merits, and subscribers to that ser- 
vice will be charged $1 per security. 

(c) A telegraphic reply is at the same 
rate, namely, $1 per security; and those | 
needing telegraphic service will please | 
arrange to have a deposit on hand. 

(d) Non-subscribers and newsstand 
buyers will be charged $2 per security, 
question or subject. 

(e) All charges are payable in advance. | 


The “tec al position” of securities | 
is as important as ee investment | 
status, and securities 


our answers 
t the combined seals of com- 
pe men whose are collated 
and reconciled to ory position of the 
inquirer at the our answer is 
mailed. 


Those who wish to keep in touch with 
us freely by telegram may deposit an 
amount estimated to cover their require- 
ments at $1 per opinion. Telegrams are 
sent collect. We prefer sending a night 
letter because of the greater scope for 
explane*ion at a low rate. | 























It has outstanding, in addition to the de- 
bentures, $2,500,000 worth of 6% sink- 
ing fund convertible mortgage bonds. The 
company paid its deferred interest on both 
issues of bonds when the reorganization 
was effected. We believe, as a specula- 
tive holding, it would be as well to retain 
these bonds and await developments that 
an improvement in the copper situation 
may bring. 





CHICAGO RAILWAY 5s 1927 


Its Partnership with the City 

Chicago Railway Series “A” 5% Bonds, 
1927, selling around 36, are not particularly 
strong, as they are junior in lien to the 
first mortgage gold 5s, due also in 1927. 
The amount of first mortgage 5s outstand- 
ing is $33,000,000. While Series “A” out- 
standing is $17,000,000, the Ist 5s will have 
to be taken care of before the Series “A” 
Bonds can be liquidated. The company 





is virtually in partnership with the City 
of Chicago, and as the City receives 55% 
of surplus earnings, the earnings over 
fixed charges to be applied to any reserve 
funds have been slender. In 1920 there 
was an improvement in surplus account 
of approximately $200,000, but in the previ- 
ous year there was a deficit of approxi- 
mately $400,000. The company is en- 
deavoring to secure an increased fare rate 
and the outcome of this application is still 
in doubt. We consider these Series “A” 
Junior Bonds merely a speci lative com- 
mitment, and we believe that you could 
make a switch to advantage in Chinese 
Railway Government 5s, which are sell- 
ing around 42. Allowing the discount of 

% on Sterling, with Sterling at its 
proper level, the price of these bonds 
would .be 62. Sterling as you have un- 
doubtedly noticed is gradually creeping 
toward its proper level. 





AMERICAN LIGHT & TRACTION 
End of Its Troubles Nearer 


American Light & Traction should be 
held for the present. Financially, the com- 
pany is in good condition but it has been 
handicapped for the past year or more 
through inability to secure a proper coal 
supply, even though a portion of this 
came from its own mines. Its various 
subsidiaries operate in a profitable field, 
but the increase in operation costs during 
the war period and immediately after 
caused a depreciation in net earnings. The 
company has been benefited to some extent 
by increased rates and hopes for further 
increases. The decline in price has been 
due in large measure to the cutting down 
of the dividend rate which has been done 
by degrees during the past six months. 
For a number of years, the company paid 
dividends at the rate of 10% in cash and 
10% in stock. Today the rate is 4% in 
cash and 4% in stock, In May, 1920, the 
company issued $6,000,000 in notes, the 
proceeds of which were used in replace- 
ment and extensions for subsidiary com- 
panies. The company is well” managed, 
and with an improvement in the general 
traction and power situation which is 
gradually taking place, we look to see the 
earnings report show an increase, bring- 
ing with it eventually an increase from 
the present dividend rate. 





GENERAL ASPHALT 


Stock Believed High for Investment 

General Asphalt’s net earnings for the 
year ended December 31, 1920, are esti- 
mated to be about $1,500,000, which is equal 
to approximately $5.70 a share on the out- 
standing common stock amounting to ap- 
proximately $20,000.000. The 5% pre- 
ferred stock has been reduced to about 
$7,500,000, by conversion into the common 
stock. From the net earnings the com- 
pany will write off a portion of the fire 
loss sustained in the destruction of its 
plant at Maurer, N. J. It recently sold 

(Continued on page 495) 
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which many investors forget—if they 
do not absolutely ignore—the amounts of 





year. If he be a rather large investor he 
will have comparatively large amounts to 
















leave them in your bureau drawer or 
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The Fourteen Obstacles to Successful Investing: No. 14—Carelessness Wt 
files 
HE new investor, who has not yet dividends due them from stocks held. invest and reinvest, and his account will dat 
learned that investing should be con- Registered stockholders, of course, do not be correspondingly active. When the time rea 
ducted in as business-like a fashion have to exercise any great care in this for the income tax returns rolls around, if tha 
as any other enterprise, often fails to take particular (providing they have remem- he has not kept a record of his transac Ho 
the simplest precautions to safeguard his bered to give the company their correct tions he will be in a fine pickle, especial), of 
funds. It will help, perhaps, to mention address); but the innumerable investors if his principal has undergone the fluctua int 
a few of the commonest mistakes his care- owning stocks which are being held for tions usually attending active investing. eve 
lessness may lead him into, them by brokers, and who are depending The “little book” referred to before and wa 
The crowning achievement of a careless eutirely upon other parties to attend to used to record orders given brokers cai thr 
investor is to give his broker a “good-till- their “collections” for them, deserve no also be used to record actual transactions. pa 
cancelled” order, decide, after having teat consideration if they take the ac- Thirty seconds spent entering each trans- sti 
given this order, to buy his stock at some curacy and integrity of these other parties action here may save you a guvod man) an 
ether price, buy it, forget all about the entirely for granted. No matter how hours and a headache later on. If you ce 
G. T. C. order, and then wake up some honest and well-meaning a broker may be, have a standing account with a broke: cei 
fine morning with just twice as much stock m™ix-ups-on dividend credits frequently your best record is a file of his monthly 20 
as he intended to carry—often just twice occur, and it is petty carelessness not to statements, 
as much as he is financially able to carry. keep yourself informed. A record of one’s transactions serves th 
When an investor gives a G. T. C. order The surest safeguard in this matter is to another purpose: When a man, who has sp 
to his broker, he receives a special state- have your stock put in your own name, invested for a certain period, can look re 
ment acknowledging receipt of the order thus getting your name on the books of back over a list of his operations during Ww! 
and making it plain that the order will the companies in which you have invested. that period, he will find his little history W 
stay on the books—“open”—until he orders Short of that, a few minutes’ research will replete with suggestion, lessons and good in 
it off. He has absolutely no recourse if reveal the approximate date on which div- advice. gl 
the order is executed, no matter how un-_ idends will be due; then, when that time * * * at 
desirable that may prove. comes around, you can watch for the an- : L P ay 
It would seem, perhaps, as though no iouncement, es the costliest pitfall into al 
investor with his wits about him would * * * — Me Ich + lg ager leads American ne 
ever get in this predicament. The number OWADAYS one of the most difficult their a beth ae * praia én » s 
of disputes and misunderstandings arising things the average investor has to hag bp ag Bieta ag -wengigcts 0 : 
f . hi h , h ie gs the g ves safe place. A safe deposit box, costing t! 
rom just this cause, however, show NOW do each year is make out his income tax $5 a year, might have been the salvation 
easy it is to be careless. A little book, returns) He must compile, from a de- ot toe 0 ee tee 2 ner n 
recording every order given a broker and tailed record, the sum total of his income ctolen "UA d don't 1 Paine Aap san Soa 
frequently consulted, is a simple means Of fom all sources. He is allowed to deduct wi tee as oo. Soren REDeTTEee : 
c om all sources. He ts allo swindler, who is right now sending 1: 
self-protection. Even less trouble, but income from certain sources and, therefore, pamphlets through the mails ing in- ' 
sometimes a trifle bulky, is a file of the ust know, to a fraction—and be able to yale hearengy Daal 5 
‘al ‘ : al the t know, to a fraction—and be vestors against the use of these boxes, ¢ 
ar oa easements : ames — prove—just what his income from these convince you that your securities would be ] 
: Poe tae sources amounts to. better in his hands.) Your broker will , 
The average investor will probably buy hold your securities for you, or your 1 
ARDLY less common is the ease with or sell shares of stock several times a banker, until you get a box; anyway, don’t ' 
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carry them around in your pocket. 
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HAVE been following with interest, 

education and amusement, the stories 

published in your Magazine on the 
subject of “Investment Pitfalls I Have 
Encountered and the Lessons I Have 
Learned.” My interest is due to the 
fact that “misery loves company”; my 
education is obtained through the 
knowledge contained in some of the 
examples set forth by others who have 
endeavored to find the short cut to 
wealth; and my amusement is derived 
from the evident humor with which 
some of the victims have related their 
experiences, and the sportsmanship with 
which they have sustained their losses. 
\nother title for these stories might be, 
“Confessions of Fleeced Lambs.” I 
am also one of those unfortunate ani- 
mals, and likewise have a tale of woe. 


Started with $1,000 


| am just an ordinary stenographer 
and secretary who saved about $1,000 
after working six years. A year or two 
ago, I was employed by a certain 
gentleman who was in the habit of 
speculating in stocks as a side line. 
When I was first employed by him, I 
filed his various correspondence and 
data relating to his speculations without 
reading or noting their contents, except 
that which assisted in the filing process. 
However, the meaning of the contents 
of these memoranda gradually became 
interesting and clear to me, and I 
eventually realized that my employer 
was making a great deal of money 
through speculation. I then began to 
particularly note the names of the 
stocks in which he had been interested, 
and to understand the import of 
certain telephone messages I had re- 
ceived for him on several occasions in 
connection therewith. 

In the course of my duties, I noted 
the financial success of each succeeding 
speculation and my thoughts began to 
revert to my $1,000 nest-egg, $400 of 
which was in Liberty Bonds, $200 in 
War Savings Stamps and the balance 
in a savings bank. The temptation 
grew strong within me to try my luck 
at such a fascinating game, which was 
apparently so exceedingly profitable 
and easy. Of course, during my busi- 
ness career, I had often heard that Wall 
Street gambling was _ considered 
“wicked” and foolish by the best people; 
that speculators were always “trim- 
med”; and that no one with sense ever 
ventured into the lairs of the “wolves” 
which daily devoured the small and 
large fortunes alike of the lambs which 
strayed into their clutches. But I con- 
cluded that mine was a different case. 
Had I not the actual proof of constant 
gain, and would not my course simply 
be to follow the lead of my employer 
with a very much smaller sum than he 
speculated with? I resolved to try my 
luck the riext time I knew that he had 
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A Stenographer’s Tale of Woe 


Woman Who Lost $1,000 in Blind Speculation Says She Is “Through”—A Typical Case of 
Which There Are Too Many 


By “REPENTANT” 


received a tip to buy and had done so. 


No Breach of Confidence 

I trust that you, Mr. Editor, and any 
possible readers of this article will not 
receive the impression that I was spying 
upon my employer’s personal and 
private affairs and using whatever in- 
formation I secured for my own use. 
Although it may be irrelevant to my 
story, I wish to state that I never di- 
vulged to any one the knowledge of his 


*personal affairs which I, as his secre- 


tary, naturally possessed, nor did I pry 
into any other source of information 
than that which passed through my 
hands and came under my observation 
in the ordinary discharge of my duties 
as secretary. 

One day I noted that my employer 
had purchased 100 shares of a certain 
motor stock on margin. As the com- 
pany has been in the financial. limelight, 
and still is receiving comment and dis- 
cussion in the financial district, it will 
be quite impossible, as I am sure you 
will agree, to mention its name. I 
shall not even attempt to coin a sub- 
stitute name. Please let “Motors” 
suffice. That very day I located a 
broker, placed an order to buy 10 shares 
of the same stock. It cost about $600 
and ate up my savings account and war 
savings stamps. 

Stock Went the Wrong Way 

Alas and alack! Instead of rising, the 
stock began to drop from the day I 
purchased it, and in the big crash last 
October it dropped twenty points. 
Then I watched it fluctuate a few points 
both ways and take another big drop, 
until it finally reached 16. Someone in- 
formed me that it could not go any 
lower and advised buying another ten 
shares at 16 and in that way average 
down to about 35, to which point, the 
person said, it would surely return 
eventually. I took the advice, sold 
two Liberty Bonds and went in deeper. 
I had by this time changed my employ- 
ment and no longer was aware of how 
my former employer had treated the 
situation, so I had no lead to follow 
this time, but just went blindly ahead 
and trusted to luck. My luck was of the 
bad kind. The stock dropped lower and 
lower and now is practically worthless. 
I cannot go into detail regarding its 
present status, for that would easily 
point to its name, but I am fully aware 
of the fact that my entire investment 
has disappeared, with the exception of 
a very few dollars. I see now that I 
should have. sold out a year ago and 
taken a loss, but I held on always in the 
hope of a rise which never came. 

I am through with gambling in the 
stock market. To use some old 
bromides which I have only recently 
learned, “The best tip on the market 
is to keep away,” and “A good buy is 
more often than not a ‘good-bye’ to 


your money.” I’m cured. 

The few dollars I have left will cer- 
tainly remain in the bank and I hope 
to again, through saving, reach the 
$1,000 mark that I once could confi- 
dently reflect on and rejoice in. 

For obvious reasons, I cannot sign 
my real name to this story, but it is a 
full, frank and truthful confession. 





Security prices are influenced by a 
great many factors. The state of trade, 
the supply of money, political develop- 
ments, prospects of individual securi- 
ties, are a few of these factors. Suc- 
cessful investing does not presuppose 
a perfect knowledge of all of them; but 
to completely ignore them—to guide 
one’s operations, for ¢xample, purely 
on what somebody else is apparently 
doing—is to extend a most enthusiastic 
invitation to failure. 

Generations of experience should 
have driven this fact home. But our 
correspondent’s story—like the recent 
Ponzi affair—proves that there still ex- 
ists a very large number of persons 
who do not see the world of finance in 
its true light. 

If a man—or woman—hears that a 
great deal of money is being made in 
retail shoe stores, it does not follow that 
he will at once withdraw his entire 
savings from the bank, buy a carload 
of shoes and open up shop. People 
come daily in close enough . contact 
with business to realize that business 
success, no matter how promising the 
line carried, springs primarily from such 
things as initiative, education, salesman- 
ship, experience, clientele, operating 
efficiency and so on; they know that, 
without these assets, no business_ or 
business man can even survive, much 
less grow wealthy. 

Why, then, hearing that a great deal 
of money is being made in the investing 
business, should these same people be 
willing to plunge their entire savings 
in the securities ‘market with no pre- 
vious study, self-training or experience? 
Can it not be understood that success- 
ful investing, in the last reckoning, is a 
complex study? What excuse is there 
for blindly accepting somebody else’s 
suggestions as to the best stocks to 
buy, making no effort to learn the facts 
back of the suggestions? 

Our correspondent made her greatest 
mistake when she started to speculate 
blindly and thoughtlessly. She will 
have made an even greater mistake if 
she lets her inevitable failure convince 
her that it is impossible to invest profit- 
ably. As a matter of fact, this country 
is training an ever-growing army of 
successful investors who have learned 
how to study stocks and bonds and who 
have studied them. Our correspondent 
can join them if she wishes. If not, 

her best course is to keep her funds in 
the Savings Bank.—Editor. 
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Is House Buying Profitable? 


A Reader Questions Conclusions Drawn in a Recent Article but Apparently Overlooks a 


R. ARMSTRONG, in his article on 

house-buying in the December 25th 

edition of THE MAGAZINE OF WALL 
STREET, says quite truthfully that the wis- 
dom of house-buying is a widely debated 
question. In this opinion he is right, al- 
though he fails to give many of the most 
important figures which underly the 
entire question of “Is it cheaper to buy 
or pay rent?” assuming, of course, that 
people of moderate circumstances are 
involved. 

It seems to me there are two widely 
different angles to the house-buying prop- 
osition. First, the sentimental side and 
second the more prosaic business side, in 
which position, business opportunity, in- 
come and dollars and cents play the im- 
portant part. Without wanting to be a 
“crépe-hanger” on the home-buying idea, 
I cannot help but feel that a very large 
number of people really fail to gain, in a 
business way at least, very much through 
owning a house. The writer feels this to 
be particularly true in the case of young 
men. The writer has lived in both large 
and small communities during the past 
fifteen years and, barring some excep- 
tional instances due to war-time abnor- 
malities, recalls very few of his younger 
friends or acquaintances who can claim 
that home ownership has been really 
profitable. His experience covers so- 
journs in Boston, Mass., Lynn, Mass., 
Concord, N. H., and Bethlehem, Pa. 

To get down to an actual case, con- 
sider a house valued at, say, $6,000. Elim- 
inating exceptional profiteering landlords, 
the average property owner would gen- 
erally be satisfied with 10% a year for 
rent, or, as it works out in this case, 
$50.00 per month. 

First, for the sake of argument, let us 
suppose one were given this house as a 
present. Its upkeep would average some- 
thing as follows: 


Taxes (Assessor’s value, $3,000 





I $60.00 
a a 10.00 
AE Sere 33.00 
Repairs per year (2% of valua- 

SE eatin aliadita ahs nl de hic trioeeniiie dea .00 

$223.00 


Or, to sum up the problem, if the house 
were presented to us by some rich rela- 
tive, it would cost us approximately $19.00 
per month actual outlay. (The repair 
item would vary from year to year, but 
large property owners assure me that at 
least 2% annual average must be figured 
on in. order to keep the property from 
depreciating unduly.) 

With most of us, however, no one is 
going to present us with a house, so that 
if we want it, our own $6,000 must be put 
up. It is safe to say that we all agree 
that 6%, at least, can ‘be obtained these 
days with excellent security, so we would 
be losing 6% of $6,000, or $360, or $30 
per month, . Adding this lost interest ($30) 
to the actual running expense, $19, gives 
$49 per month, which is almost the rent- 
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Few Important Points 


ing value ‘of the property. Where is the 
cash gain in owning the house? 

There are, of course, the arguments in 
favor of owning a house that you can- 
not be turned out by the landlord at an 
inconvenient time, or gouged for an un- 
reasonable rent. On the other hand, if 
a business opportunity arises in another 
city, the possession of a house often ex- 
erts a deterrent influence on one’s actions 
and the opportunity might have been 
passed up because of the house. It would 
seem good judgment for the young man 
to put position and business ahead of the 
owvership of a house. 


It has cften appeared to the writer that 


the ardent advocates of house buying were 
unconsciously repeating the propaganda 
and selling talk of real estate agents. 
Such slogans as “Be your own landlord 
and keep the rent,” “Buy instead of rent,” 
“Rent receipts are money lost,” etc., are 
only misleading half truths. The whole 
idea underlying much house selling propa- 
ganda is that, with the ownership of a 
house, rent paying ceases. Nothing is 
more of a fallacy, for, as we pointed out 
previously, were-we to even have the house 
mentioned given,to us, it would cost an 
actual outlay of $19 per month to live 
in a $6,000 house. When the loss of in- 
terest on money tied up is considered, the 
actual cash difference in favor of owner- 
ship becomes mighty small. 

Money paid for reasonable rent is not 
all lost, as Mr. Armstrong and many 
others would have us believe. You can- 
not have the use of and keep up a prop- 
erty for nothing, regardless of who owns 
it and the better the property, the greater 
the expense. It is folly to figure back 
your rent for ten years and say, ten years’ 
rent at $360 per year equals a $3,600 house 
which I might have owned. Yet this ab- 
surd reasoning is frequently heard and, as 
we mentioned before, it is too often mere- 
ly real estate sales talk. Many a home is 
a mighty poor investment as such and the 
young man with his way to make should 
weigh carefully figures against senti- 
ments.—I. E. HAtt. 


Mr. Hall’s letter is interesting and we 
are pleased that he took the time to send 
us his views. There are always excep- 
tions -to be made in following any given 
plan and this applies to home owning. 
If a man’s work or occupation is such that 
he expects to move to different parts of 
the country at intervals, it might be just 
as well for him not to invest in a home. 
On the other hand, if it is a question of 
his pulling up stakes every time he re- 
ceives an offer from another locality, we 
believe he might well be “anchored down” 
with a home, for it has been demonstrated 
that it does not pay to change ‘towns fre- 
quently. It is too often the case of fields 
being green till you go to cut the hay, 
and the biggest fish is always in the stream 
where you are not fishing. 

Even assuming that a man could im- 
prove his prospects by moving to another 


city, the move would not deflate the as. 
set value of the house owned. If it could 
not be sold and the cash realized it could 
probably be rented and an income derived 
until it could be sold. 

The friends Mr. Hall mentions as hay- 
ing owned homes and not having bene- 
fited thereby, evidently have not properly 
balanced their budgets, for it is impossi- 
ble for anyone to own a home, within his 
means of maintenance and not derive ; 
benefit. 

A home owner has better business credit, 
even with a mortgage on his property, 
than the man whose money is in a bank. 
Credit men consider property ownership a 
prime consideration in extending credit. 
His own bank, where the house-renter had 
his $6,000 on deposit, would extend a 
larger discount line to a home-owner than 
it would to him. 

It is a matter of common knowledge 
and observation that the average home- 
owner accumulates more money than the 
average renter. And one of the main rea- 
sons is that the former is, you might say, 
fundamentally sound at the start in pur- 
chasing a home. He obtains at once a 
business identity that would not have 
been his merely because he had a few 
thousand dollars on deposit in a bank. 


Mr. Hall has overlooked one of the 
main points in home owning and that is 
the incentive to thrift. He has also started 
us off in too much opulence. Very few 
young men can muster up $6,000 to pay 
down cash for a home, and if they had 
it would be foolish to pay all cash. Even 
business men of large means mortgage 
their homes to an extent that will leave a 
fair equity. They can use the money tc 
advantage in business and yet feel secur: 
in ownership. 

We should have started off with $1,000. 
as that would have neeessitated the prac- 
tice of self denial. It is starting in this 
way that the real value of the urging of 
real estate men to “Be your own land- 
lord and keep the rent” is proven, for the 
figures given in the article in the issue of 
the Mac azine, December 25, 1920, cannot 
be controverted. 


If you pay $50 monthly rent for lu 
years, you will have paid, counting inter- 
est at 6%, $7,880, while if you purchased 
a home and applied the rent money to- 
ward loan reduction, instead of being 
actually out over $7,000 in cash, you would 
have $5,000 in cash or the equivalent. 

The young man, of all people, should be 
encouraged to buy a home. It is an im- 
portant step toward amassing a good 
future income.—WILLIAM ARMSTRONG. 





ODD LOTS 

An odd lot cannot change hands unless 
a round lot is botight or sold. Your 
broker is morally but not finally or legally 
responsible for prices realized in odd lot 
transactions, as he hands the business to 
the dealers and, acting as your agent, 
must accept the dealer’s report as final. 
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Insurance Questions and Answers 


Problems Confronted by Readers Discussed—A Review of Some of the Companies 


SOME DEPENDABLE COMPANIES 
Insurance Editor, 

THE MAGAZINE OF WALL STREET. 

Sir :—I want advice on Life Insurance. 
| am 45 years old ahd wish to take out a 
20 or 25-payment policy for $5000. 

Will you kindly advise me what com- 
pany or companie§ will probably be the 
cheapest and still be dependable? What 
do you think of Postal Life Insurance 
Co., also the Alliance?—G, E. D. 

ANSWER—There are a number of strong 
companies whose premiums would be 
among the lowest for an insured aged 
forty-five who desired to take out a 20- 
Payment Life Contract. The Travelers 
Insurance Company is probably the lead- 
ing exponent of guaranteed low cost in- 
surance and their rate for a 20-Payment 
Life Policy at age forty-five would be 
$36.47 per thousand or $38.77 per thou- 
sand if their best Disability Clause is in- 
cluded. 

The Postal Life Insurance Co. of New 
York began business in 1905. The char- 
acteristic of this company is that it em- 
ploys no agents, securing all its business 
by advertising and correspondence, It has 
re-insured various companies from time 
to time which has given it a large part of 
its business. The company shows a mod- 
erate surplus and its actuarial methods 
are sound. According to the latest infor- 
mation that we have the amount of insur- 
ance in force has been decreasing for the 
last few years. The company is licensed 
in New York, but insures residents of all 
states by correspondence. We are unable 
to find that there is any company called 
the “Alliance.” Possibly this inquiry re- 
fers to The Reliance Life Insurance Co 
ot Pittsburgh. 

INVESTIGATING AN INSURANCE CO. 

—CONNECTICUT GENERAL LIFE 
Insurance Editor, 

THE MAGAZINE OF WALL STREET.’ 

Sir :—Will you give me your opinion on 
the Connecticut General Life Insurance 
Company, Hartford, Conn., explaining 
soundness and outlining to me how I may 
investigate an insurance company?—I. A. 

ANswER—The Connecticut General Life 
Insurance Company of Hartford, Conn., is 
a sound and progressive company, doing 
an increasing business with a reasonable 
amount of surplus. 

It is difficult to say exactly how one 
should investigate an insurance company 
to determine its soundness. Surplus, 
growth, persistency of business, kind of 
investments, valuation methods and 
underwriting principles should all be 
taken into account in determining the 
standing of any insurance company. 





GOVERNMENT INSURANCE FOR 
MARRIED MAN OF 43 
Insurance Editor, 
THe MAGAZINE OF WALL STREET. 

Sir :—Will you kindly advise me as to 
the best form of Government insurance 
for me to carry? I am at present carry- 
ing $10,000 term insurance at a premium 
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of $8.70 monthly. Thi; may be continued 
for five years after peace treaty is rati- 
fied with Germany, or it may be con- 
verted now or any time within the five 
years as above into any of the standard 
form; of insurance. 

I am 43 years of age, have a wife and 
one child. I shall have an income of 
about $5,000 yearly from Government 
sources and an additional $5,444 yearly 
from other sources for life, with a small 
Government pension to my family after 
death. Is it advisable to continue the 
term insurance as long as possible and 
then convert into ordinary life, or con- 
vert into 20-payment life now? Have 
you any other suggestions to make? This 
$10,000 will be the only insurance I am 
carrying after this year—F. R. L. 

ANnswer—lIn the first place you are not 
carrying nearly enough insurance. 

According to the American Experience 
Table, the expectation of a man aged 43 
is 26 years. If you should change your 
Term Policy, on which you are paying 
$10.44 a year per thousand, to an Or- 
dinary Life Policy at age 43 with a 
premium of $26.58 per thousand, you 
would, during the next four years, pay 
to the Government $64.56 ($16.14x 4) 
more than necessary. The premium per 
thousand for an Ordinary Life Policy at 
age 47 is $31.19 and the premium per 
thousand at age 43 is $2658. If you 
should change your policy to an Ordinary 
Life Policy at age 47, you would then be 
paying $4.61 more a year than if you had 
changed at age 43. It will, therefore, 
take you 14 years before the policy at 
age 47 becomes more expensive than the 
policy at age 43. That 14 years plus the 
four years elapsed before taking the 
policy at age 47 gives us a total of 18 
years from the present time before the 
age 47 policy becomes more expensive 
than the age 43. If we can rely upon the 
American Experience Table, which states 
that a man’s expectation of life at age 
43 is 26 years, we can see that it is 
cheaper to convert your policy at this 
time. 


RELIABLE HEALTH INSURANCE 
COMPANIES 
Insurance Editor, 
THE MAGAZINE OF WALL STREET. 

Sir:—On page 110 of your MAGAZINE 
of November 27, 1920, there appears an 
article on Health Insurance. Paragraphs 
6 and 7 are ones about which I would 
know more. 

I would like to have you send me the 
address of a reliable insurance company 
which issues a policy assuring the -holder 
of an income in case of sickness or in- 
jury, as mentioned in these paragraphs. 
You may send two or three such ad- 
dresses. Please do not give my name to 
any of the companies because I desire to 
write to them.—O. W. 

Answer—Among the reliable insurance 
companies issuing health and accident poli- 
cies are the Massachusetts Bonding & In- 
surance Co., 45 John St., New York City, 


The Travelers Insurance Co., 76 William 
Street, N. Y. C., and the Aetna Insur- 
ance Co. of Hartford, Conn. If you will 
write to these companies they will send 
you sample policies and other details. 


ADJUSTMENT OF INSURANCE 
Insurance Editor, 
THe MAGAZINE OF WALL STREET. 

Sir :—Being a subscriber to THE MaGa- 
ZINE OF WALL Street, I take the liberty 
of asking a few questions about the ad- 
justment of insurance. I read an article 
about Fire Insurance in your MAGAZINE 
of December 25, 1920. I have been. the 
owner of a store at V———., California, 
on a pier which was destroyed by fire, 
December 21, 1920, losing stock, fixtures, 
books—everything. 

I had a small insurance of $2,000 on my 
stock. In order to make adjustment, the 
insurance adjuster requests me to get 
duplicate invoices of purchases made dur- 
ing the last six months, also the amount 
of sales during that period. How can | 
figure out how much stock I had on hand 
at the time of the fire when I haven't 
any books to go by? I know I had a 
$10,000 stock at the time the pier burned 
down, but the adjuster will not take my 
word for it and insists that he must have 
figures to prove ~ had a $2,000 stock or 
more. The stock was all mine and paid 
for. What advice can you give me regard- 
ing how I must proceed in this matter to 
satisfy the adjuster ?—J. J. K. 

Answer—Get copies of your invoices, 
if possible, and then state the approxi- 
mate amount and value of your stock to 
begin with. 

The adjuster wants some proof of the 
amount of your stock at the time of the 
fire, which is usual and necessary. The 
tLing for you to do is to co-operate to a 
reasonable extent in order to help the 
company adjust the claim. 

No company can defraud you, because 
the State is back of you. Try and get 
real proof in the way indicated above. 





FIXING INSURANCE PREMIUMS 
Insurance Editor, 

THE MAGAZINE OF WALL STREET. 

Sir:—As a constant reader of your 
MAGAZINE, may I ask a few questions of 
your Insurance Department? 

In your issue of October 2nd there is a 
very interesting article by Mr. Raymond 
C. Ellis of the Home Insurance Co., en- 
titled “Life Insurance for Women.” 

I am quite interested in his plan given 
therein, due to the fact that I expect to 
organize a company to issue a policy very 
similar to the one described therein. 

Therefore will you please advise me 
just how he arrived at the annual pre- 
mium of $441.16 covering an income to 
beneficiary of $100 per month for a pe- 
riod of ten years as a minimum, and should 
insured live longer, to continue same as 
long as she might live? 

Another thing. There is a company 
now doing business on a similar plan in 
Dallas, Texas. Their plan is to have the 
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“invester” contribute so much a year for 
a period ef ten years and at the end of 
that time the “bond” would be fully paid 
up. This “bond” to mature in 20 years 
and the amount of principal together with 
profits to be paid in the form of an en- 
dowment. Their plan is strictly a mutual 
one and on a yearly contribution of $100 
for ten years, or a principal of $1,000, they 
guarantee to pay back at the end of 20 
years $3,300 (based on 8% interest com- 
pounded yearly), together with one-half 
of any additional profits. This is not an 
insurance company. They claim to be an 
investment institution. They also claim 
that their plan is copyrighted. What I 
want to know is can such a plan be copy- 
righted and if so would the changing of 
the wording and amounts be infringing? 
Are there any text books or others on 
the subject of insurance which describes 
all of the usual methods of insurance and 
how they are based, etc.?—W. R. C., Jr. 


ANswer—The fixing of an insurance 
premium is the province of an actuary. 
Most companies have an actuary who 
would start you right for a small fee. 


The plan outlined by the Texas com- 
pany you mention probably would find 
difficulty in doing business in any state un- 
der the insurance laws. A similar wave 
went over the country twenty years ago. 
lf you want to try the Texas scheme, how- 
ever, you can change the figures and be all 
right’ in the matter of copyright. These 
insurance scheme are often resorted to 
by impatient promoters and are like bum- 
bie bees—biggest when born. 

A good work on insurance is 
Fundamentals of Life 
Huebner. 


“The 
Insurance,” by 


OLD LINE LIFE OF MILWAUKEE 

Insurance Editor, 
THE MAGAZINE OF WALL STREET. 

Sir:—Have you any information at 
hand regarding the Old Line Life Insur- 
ance Co. of Milwaukee, Wis.?—V. O. F. 

Answer—The Old Line Life Insurance 
Company is not licensed to do business 
in New York and hence no statement of 
the company’s standing is on record here. 

If you write to the Commission of In- 
surance, Madison, Wis., and ask if the 
company in questipn is licensed in Wis- 
consin, and, if so, to send you a financial 
statement of the company, you will get 
a prompt deply which will be dependable. 





HOW MUCH FIRE INSURANCE? 

Insurance Editor, 
THE MAGAZINE OF WALL STREET. 

Sir :—What proportion of the value of 
a property should be protected by fire? 
We have a property in Indianapolis, Ind., 
valued at $80,000 in all. I believe the 
buildings are worth about $50,000. What 
is the absolute minimum fire insurance 
you would advise us to carry on the prop- 
erty? We now carry $3,300.—E. C. G. 

Answer—Eighty per cent of the value 
of a building or insurable property should 
be protected by fire insurance. In your 
case, if the buildings are worth $50,000, 
you should have $40,000 insurance. 
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Some Things You Ought to Know - 


Simple Explanations of High 


SWITCHES.—A_ recent issue of THE 
Macazine or Watt Street was read with much 
interest judging by letters received from sub- 
sctibers. Perhaps the most important feature 
of this was a discussion of ‘possible “switches” 
which holders of various securities might make. 

A “switch” is merely the sale of a stock 
already owned in order to invest about the 
same amount of money in another and more 
desirable security. 

Switches are sometimes made desirable by 
unexpected trade developments. For example, 
the radical changes in the standing .and outlook 
of various automobile companies during the year 
just passed made it advisable to drop shares 
held in certain of these companies and invest 
the proceeds in certain others. 

Advising a man to switch out of ABC shares 
into XYZ does not necessarily mean that the 
ABC company is going to rack and ruin. It 
may spring merely from the belief that the XYZ 
shares offer greater safety or greater possibil- 
ities of market appreciation. 


* 
AS AND IF WHEN ISSUED.—This is a 
common phrase in Wall Street to designate tem- 
porary issues, or tentative issues either of ex- 
isting new temporary certificates, or proposed 
future issues, where the official date of issue 
is in the future, or may never even arrive. 
Thus “Allied Chemical & Dye w.i.” represents 
the new chemical merger stock—the initials 
denoting “when issued” and so traded in be- 
cause the actual stock cannot be made avail- 
able until the plan goes through officially and 
the company is able to deliver the necessary 
stock certificates. The purchaser of “ADC w.i.” 
gets nothing but the seller’s contract until the 
stock arrives. Sometimes temporary certificates 
take the place of contracts, but this happens 
mostly in bond issues. The proviso “as and if” 
means that the issue is subject to certain con- 
ditions that may interfere with ultimate official 
issue and plans to brimg about an issue. For 
example, old stockholders may not approve, or 
they may fail to deposit their stock, or may fail 
to pay an assessment: or the law may interfere. 
A dozen things can prevent the consummation 
of plans proposed, and this is safeguarded by 
making all “trades” in the issue merely 
tentative with the condition “when, as and if 
issued.” If the plans mature, both’ sides are 
bound to the contract and must settle: other- 
wise the trades are cancelled mutually, as this is 
the tacit understanding upon which such trades 
are entered into. The “when, as and if” is 
largely used in connection with bond issues. 
Where there is little or no doubt as to ultimate 
issue, the abbreviation and condition “w. i.” 
suffices, as in the case of ACD w. i. above noted, 
and also Pacific Oil, now said to be selling upon 
a “when issued” basis, because it is known that 
the deal will go through. 
* i 


SCALE PLAN.—This is a form of accumula- 
tion of securities where the intended investor 
wishes to take advantage of any possible de- 
clines in any particular security, to purchase 
some of it at as low a price as possible. The 
ideal way is to buy at the bottom, but since this 
is a practical impossibility, the alternative is to 
commence buying at a price that is generally 
thought to be cheap, and to make provision 
for further purchases at regular intervals 
throughout the possible range of a further de- 
cline. Thus, an intended investor in U. S. Steel 
believes it is a bargain at 78 and would like 
to own it as cheaply as possible. He believes, 
perhaps, that it could not possibly go lower 
than 68 under any circumstances, but he is not 
sure that it will ever sell lower than 78, or 
that it may decline even 5 points to 73. How- 
ever, he decides to try. Such a buyer would 
purchase one lot “at the market” around 78, 
and ask his broker to purchase similar lots every 
3 points down, at 75, 72 and 69. This is a 


Sounding Financial Expressions 
scale plan. It can be varied a dozen ways, yet 
the principle is the same. It is an attempt 
to find the bottom, and to average down at the 
bottom. The lowest scale might be 71%, or 
6834, and the stock might eventually advance 
to above 100. The “‘scale plan” would be the 
only operation that would enable the investor 
to find the bottom. Readers of this section are 
not generally advised to use the system as it 
is extremely dangerous in inexperienced hands, 
because it requires an enormous amount of 
technical knowledge of the market and individual 
stocks to pick the right stocks, at the right 
time. he 

GOOD TILL CANCELLED.—Outo-of-town 
investors should arrange with their brokers 
that all orders given are on this basis, thus 
saving oversights, delays, and possibly costly 
errors. If this is not understood between 
broker and customer, it is imperative for th« 
customer to repeat his order each day, until his 
order has been executed. An order to buy or 
sell “at the market” is operative as soon as the 
stock changes hands, within about five minutes 
after the order reaches the broker’s hands, 
and the “execution” can be safely assumed by 
all parties concerned if a transaction appears 
within a reasonable time. A few minutes must 
be allowed to enable the brokerage office to enter 
the transatfig, look up the customer’s ac- 
counts if necesSary, give the order to the “order 
desk,” telephone it to the floor of the exchange, 
and from there pass it on to the member or 
employe in charge of orders. An “odd lot” 

(under 100 shares) must be handed to a special 
dealer, who buys or sells, and then the report 
travels back over the same ground. All this 
takes from three to five minutes, and in busy 
market it is best to be reasonable. If no sales 
take place, the report is not forthcoming until 
an official transaction is recorded on the tape. 


ARBITRAGE.—The small investor generally 
has little to do with “arbitrage.” It is prac- 
tised most by large operators, in constant touoh 
with prices. The operation consists in buying 
a stock on one market and, generally simul- 
taneously, selling it on another market to take 
advantage of a difference in the price of the issue 
on the two markets. This difference in price, 
which may be called a “spread,” will be the re- 
sult of special conditions; inadequate means of 
communication between the two markets, for in- 
stance, which prevent constant matching of 
prices. The term “arbitrage” may be applied 
in reference to any financial operation which 
involves beth the purchase and sale of the 
same commodity or certificate. 
COMPLAINTS.—The customer has a legiti- 
mate right to ask for an explanation on anything 
affecting his account, orders, purchases, sales, 
interest or any other matters whatever. The 
broker is the agent of the customer, and the 
principal has an inalienable right te ask for all 
details. The broker who resents giving an ex- 
planation either has a poor spirit, a wrong con- 
ception, a born grouch, or the transaction is ir- 
regular. Where a transaction does not appear 
to be in order, it should not be assumed that 
it was a deliberate act of bad faith, because the 
details of brokerage work are circuitous and 
opportunities for error, many and varied. It 
is best to ask for details good naturedly, feel- 
ing sure that the right kind of broker is as 
anxious as the customer to have mistakes 
pointed out. Serious cases of refusal to explain 
after proper correspondence, opportunity to ex- 
plain, and a registered letter demanding re- 
dress, may be followed up by notice to the 
Secretary of the Exchange to which the firm 
belongs. It is our experience that the N. Y. 
Stock Exchange will, without expense to the 
customer, investigate any complaint, and in the 
event of fault or error on the part of the broker- 
, will pel redress. 
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American Light & Traction Co. 





Public Utilities 


Bonds and St 


Drastic Fall of a Former Favorite 


The Market Price of American Light & Traction Co. Stocks Has Suffered Severely in the Past 
Year Despite the Fact That the Actual Net Income Has Not Been Very Materially 
Affected—Is This Due to the Liberal Stock Dividend Policy? 


DIVERSIFIED business field gives 
a public utility corporation a de- 
cided advantage over a purely local 
concern, Especially is this true when the 
company also has a diversity of services. 

The American Light & Traction Com- 
pany, which is such a concern, was in- 
corporated in 1901 to consolidate various 
gas, electric lighting and traction interests 
in different parts of the United States. 
These concerns had previously been 
owned by Mr. Emerson McMillin and 
his associates. The company owns over 
99% of the aggregate capital stocks of 
fourteen operating companies which have 
been in existence from twenty to sixty 
years, and have shown uninterrupted 
growth regardless of general business 
conditions. 

The physical properties include 14 gas 
plants, with an aggregate daily capacity 
of 73,400,000 cubic feet, over 3,000 miles 
of mains, and a holder capacity in ex- 
cess of 50,000,000 cubic feet. The com- 
panies’ electric operations include 7 gen- 
erating plants with a total capacity of 
34,500 k. w. and over 5,000 miles of 
transmission and distribution wire. The 
electric railway properties comprise 105 
miles of .track of standard construction 
and over 200 cars 


By J. C. LESLIE 


manufacturing city and its most rapid 
growth in this respect came in the period 
of 1909-1916. From thirteenth place it 
steadily grew until at the end of that 
time it was surpassed only by New York, 
Chicago and Philadelphia. Detroit is 
considered to be the fifth city in size in 
the United States, and is the fourth city 
in the consumption of gas. The sales 
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This is the company’s most important 
subsidiary. 

The Milwaukee Gas Light Company 
was incorporated in 1852, and supplies 
the entire gas requirements for the city 
of Milwaukee, Wisconsin. The company’s 
property consists of 35 acres of valuable 
city real estate upon which are located 
two complete gas works, one on the east 
side and the other on the west side of 
the city. 

Milwaukee is the metropolis of the 
state and its bay affords an excellent 
harborage for lake vessels. This won- 
derful port has been the leading factor 
in promoting the commercial and indus- 
trial growth of the city. Coal represents 
the greater portion of the receipts, in 
fact Government statistics show that it 
is the second largest coal receiving port 
on the Great Lakes. Further develop- 
ment of its harbor is contemplated and 
large sums will be spent in the erection 
of terminals of every description. 

The growth and prominence of the ter- 
ritory served very largely influences the 
earnings of a public utility, consequently, 
this subsidiary should be a most impor- 
tant one; and when an advance is made 
in the gas rates there, as is expected by 

the company, the 


























with adequate car earnings should 
barns and shop AMERICAN LIGHT AND TRACTION COMPANY. show a material in- 
facilities. Earnings and dividend record for the last ten calendar years. crease. 

The business frelds sites sins Paste dit The St. Paul Gas 

arnings e an eserves oc. . 
embrace a present Operating Income Cash Dividends Before Stock Dividends Light Company was 
estimated population Companies A.L,&T.Co. Preferred Common Dividends Common incorporated in 1857 
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and Madison, Wis- 
consin; St. Paul, Minnesota; San Antonio, 
Texas; St. Joseph, Missouri, and Bing- 
hamton, New York. 
Impertant Subsidiaries 
The principal properties of the Ameri- 


can Light & Traction Co. will be briefly . 


described. 

The Detroit City Gas Company was 
incorporated in 1898 and does the entire 
gas business of the city of Detroit and 
adjacent territory including Highland 
Park where the Ford Motor Company 
is located. Above all else Detroit is a 
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in 1919 amounted to almost eleven bil- 
lion cubic feet. 

A large part of the gain in its indus- 
trial position is due to the phenomenal 
growth of the automobile business; how- 
ever, the other industries have by no 
means been neglected and the business 
of the city is well-balanced and diversi- 
fied. The growth in population during 
the past twenty years has been remark- 
able; it has increased by more than 200% 
and the value of its products has more 
than kept pace with this increase in pro- 
duction. 


state and is the 
United States internal revenue collecting 
point for the Northwest. The meat-pack- 
ing trade of this section is strongly cen- 
tered here, and for many years, as head of 
navigation on the Mississippi River, this 
city has enjoyed enviable advantages in 
transportation and easily won precedence 
in the wholesale trade. 

The gas plant of the company has a 
maximum daily capacity of 9,000,000 cubic 
feet; and in addition to this, the company 
has a contract for the purchase of coke- 
oven gas generated by the Minnesota By- 
Product Company. Deliveries of coke- 
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oven gas began early in 1918 and since 
then sufficient quantity of gas has been 
received to supply the entire demand of 
the city. 


In the electrical field this subsidiary 
has a modern station of 12,000 k. w. 
daily rated capacity, and also has con- 
tracts for the purchase from two sources 
of hydro-electric power. These contracts 
will supply all the demands made on the 
company and the steam plant can be used 
only as a reserve. 


The parent company should profit by 
the various contracts of this subsidiary, 
especially if an increase in the gas rates 
is made. An increase there is considered 
as a possibility by the management. 


The predecessor companies of the San 
Antonio Public Service Company were 
incorporated in 1899. The present com- 
pany supplies gas and electricity, and op- 
erates the street railway lines in San 
Antonio, Texas; and also plans to con- 
struct an interurban electric line be- 
tween San Antonio and Austin, a dis- 
tance of 82 miles. 


This “reaching out” to Austin typifies 
the attitude of San Antonio. It is a 
progressive, wide-awake and busy city. 
The largest city of the state—it is located 
150 miles from the Gulf and has a unique 
situation from the business standpoint. 
There are no rival business centers with- 
in 200 miles and this has given it a com- 
manding position in trade with Mexico 
and with a large section of Texas. Big 
wholesale houses push their business 
through extensive territory; and the prod- 
ucts from the numerous manufacturing 
establishments located there are distrib- 
uted over a vast section. 


The company has been granted recently 
an increase not only in the gas rates but 
also has received advances in street rail- 
way fares in San Antonio. 


Financial Condition 


The capitalization of American Light 
& Traction Company on September 30, 
1920 consisted of $14,236,200 6% cumula- 
tive preferred stock; $26,732,600 common 
stock and $5,712,000 five year 6% gold 
notes. 


The company is in good financial con- 
dition and the earnings have been more 
than enough to cover the cash dividends 
declared even in the past few years. The 
‘nominal values of the stock dividends de- 
clared since 1917 have not been fully 
covered by the earnings in these years. 
However, since the stock dividends are 
declared out of previous surplus no fi- 
nancial burden, other than the payment 
of the dividends on this extra disburse- 
ment, which have always been earned, 
is placed on the company. 


There have been objections to the con- 
tinuance of stock dividends but the atti- 
tude of the management on this matter 
is that every year millions are expended 
in extensions, additions and improve- 
ments, and the company has preferred to 
meet these expenditures from earnings 
instead of issuing bonds; and then issue 
stock dividends to at least partially cover 
these expenditures. In this way the stock- 


holder can get some return on his invest- ° 


ment which has been plowed in, and to 
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that extent keeps the property free from 
an increased mortgage debt. 

The recent cuts in dividends have been 
necessitated by the extremely high cost 
of coal and labor, and also to increased 
costs due to labor troubles in a plant 
which supplied one of its important sub- 
sidiaries with coke-oven gas. A conserva- 
tion of cash was also necessary to pro- 
vide for extensions and betterments. 


Operating conditions should improve 
and with the increase in rates expected, 
the company should show an increase in 
earnings. The present earnings are 
slightly less than those for the past year. 
When the tide does turn the management 
states it will promptly recommend a re- 
adjustment of dividends. 


During the past seventeen years, cash 
dividends have been paid on the com- 
mon stock, the rate since 1911, until the 
recent reductions, having been 10% per 
annum in cash and in addition stock 
dividends of 10% per annum have been 
paid since 1909. The present dividend 
on the common is a cash dividend at 4% 
annual rate and a stock dividend at 7% 
annual rate. 


Conclusion 


While the company is passing through 
trying conditions due to high cost of 

















A TYPICAL SUB-STATION 


Many such stations are used by the 
American! Light & Traction Co. in 
distributing the electrical power gen- 
erated .by its seven generating plants 


labor, materials and supplies, a reduc- 
tion of operating expenses should begin 
to manifest itself soon. In addition if rate 
increases are put into effect in Detroit, 
Milwaukee, St. Joseph and possibly in St. 
Paul, a substantial increase in earnings 
should result. These places are of greater 
importance than are the places where ad- 
vances have been secured. The manage- 
ment felt that with the closing of the year 
1920 the company would probably have 
passed the peak of high costs, or at least 
should be receiving much fairer prices. 

The expansion of business of the op- 
erating companies is indicated by the fact 
that during the past ten years the sales 





of gas have increased 72% and the electric 


sales 203%. The gas and electric plants 
are well designed, substantially constructed 
and well maintained. The distributing 
systems, both gas and electric, are of the 
most approved standard of construction 
and in excellent condition. The principal 
operating companies are in a most ad- 
vantageous position, dtie to the fact that 
nearly one-half of the total gas is pyy- 
chased from other concerns under very 
favorable long-term contracts. 

The stocks of this company, listed on 
the Detroit Stock Exchange, are relatively 
inactive and if purchases of these securi- 
ties are made they should be bought out- 
right. It seems reasonable to suppose 
that a concern of this calibre with its ex- 
cellent earnings and operating records 
will at least -partially regain its former 
standing. The shares are also dealt in 
over the counter in New York. In De- 
cember, 1919, the common was quoted 
around 200. At this writing the market 
is in the neighborhood of 85. One reason 
for the drop of the common may be due 
to the selling of the stock dividends de- 
clared by the company to obtain cash. In 
a stock of this character it would be pos- 
sible, especially under the trying condi- 
tions, for such an amount of stock as is 
created by these stock dividends to un- 
settle prices. With more normal money 
conditions this dumping of stock dividends. 
should cease. 

No business is established upon a 
firmer foundation than a sound public 
utility corporation and its business tends 
to increase from year to year. Satisfac- 
tory earnings can be maintained, as is 
evidenced by this company and others, and 
it is only logical to assume that history 
will repeat itself and with the return 
of more normal conditions the funds now 
attracted to other fields will return to 
the field of sound, conservative utilities. 
Such conditions have always come after 
a speculative period when the true worth 
of conservative investment securities has 
been again recognized and the temporary 
or speculative investment loses its attrac- 
tion.—vol. 27, p. 177. 





PEACE WILL REVIVE OUR 
FOREIGN TRADE 
John J. Mitchell, President, Illinois Trust 
& Savings Bank, Optimistic 


“As soon as peace is declared, our trade 
will spring up. Germany needs our pro- 
ducts, and will be in our markets for con- 
siderable financing, but final fixing by 
Allies of reparation is necessary. Re- 
newal of our German trade would do 
much to revive our industries. Eastern- 
ers are more cheerful regarding domestic 
affairs. Year-end settlements passed with 
much less trouble than expected. Invefi- 
torying will involve a new basis for prices. 
There is some easing of money rates, 
mostly seasonal, but the general impres- 
sion is that there will be no pronounced 
ease for a month, because of continued de- 
mand. 

“Country’s banking situation is improv- 
ing, farmers and business men are paying 
off loans to greater extent than several 
months ago, but real thrift has scarcely 
started. Expensive dressing and high 
living are everywhere conspicuous.” 
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Comparison of Three Gas Companies 


Consolidated Gas Appears Strongest Investment Opportunity — People’s Gas Looks Like a 


HE principal companies engaged in 
the manufacture and distribution of 
gas whose securities are listed on 

the New York Stock Exchange are the 
People’s Gas Company of Chicago, the 
Laclede Gas Company of St. Louis and 
the Consolidated Gas Company of New 
York. The bonds of these companies have 
long been investment securities for a large 
number of holders and their stocks have 
attracted large investment as well as 
speculative followings. 


PEOPLE'S GAS LIGHT & COKE CO. 


The People’s Gas Company of Chicago 
was incorporated in 1855. It is an operat- 
ing corporation and while the largest part 
of its property is held in fee, a consider- 
able amount consists of subsidiary com- 
pany properties which it operates and 
whose stock it owns and in some instances 
whose bonds it guarantees. 

Where once the quality of gas which the 
company was forced to deliver had to con- 
tain a high luminous value, it is now al- 
lowed by a city ordinance to provide gas 
which is more economical to manufacture. 
The company has gradually had increas- 
ing rates from 85c to the present value of 
$1.15 per thousand. It recently endeav- 
ored to raise its rate to $1.25, but this 
was denied by the Illinois Public Utility 
Commission. The company has a practi- 
cal monopoly of the gas lighting business 
in Chicago, having an annual capacity of 
12,000,000,000 cu. ft. At the present time, 
under existing rates and operating costs, 
the company is earning a slight surplus 
over its fixed charges, but this surplus is 
not available for distribution on the stock 
of the company, owing to the fact that it 
has considerable indebtedness for goods 
purchased, which will take from six to 
nine months to liquidate. The company is 
contemplating an addition to its plant, 
which will increase its capacity about one- 
third. 

The property of the People’s Gas Com- 
pany has been evaluated by ‘the Illinois 
Public Utility Commission at $56,250,000. 
This is approximately one-half of the 
valuation placed on the property by the 
company. The commission has allowed a 
depreciation charge amounting to 18.86% 
of the original cost of the plant. The 
listed securities of the People’s Gas Light 
& Coke Company on the New York Stock 
Exchange are as follows: (1) Chicago 
Gas Light & Coke Company Ist 5s, due 
1937. These bonds are outstanding to 
amount of $9,931,000 of a total author- 
ized amount of $10,000,000. They are 
secured by a first lien on the entire 
property formerly owned by the Chi- 
cago Gas Light & Coke Company. At 
their present market price of 80 they 
yield about 7%. 
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No. 2. The People’s Gas Light & 
Coke Company First Consolidated 
Mortgage 6s, due 1943. This issue of 
which there is $4,900,000 outstanding, 
with a total authorized amount of $10,- 
000,000, is secured by a first lien upon 
the property »f the company as it ex- 
isted prior tc August 1, 1897. At this 
time the market price is 89. They also 
yield 7%. 

No. 3. The People’s Gas Light & 
Coke Company Ref. Mortgage 5s, due 
1947. This is a junior issue of which 
$20,554,000 is outstanding of a total au- 
thorized amount of $40,000,000. It is 
secured by a mortgage on all of the 
property of the company, subject to 
about $20,000,000 prior liens. At the 
current market price of 63 this issue 
yields 8.60%. 

There is only one issue of stock, that 
is the common, of which there is $38,- 
100,000 outstanding, of a total amount 
authorized of $50,000,000. This stock 
commands an active market and is cur- 
rently quoted at about 33%. 

The investment status of the com- 
pany’s securities is such that the first 
two bond issues mentioned may be fa- 
vorably regarded. The People’s Gas 
Light & Coke Refunding 5s of 1947 are 
not so secure as to either principal or 
interest and I do-not regard them as 
favorably as some Other public utility 
issues which are teaded in on the New 
York Exchange, such as Hudson & 
Manhattan Ist and refunding 5s of 1957. 

The position of the stock of the Peo- 
ple’s Gas Company will be discussed 
further on in this article—vol. 27, p. 
177. 


LACLEDE GAS COMPANY OF 
ST. LOUIS 


The Laclede Gas Light Company of 
St. Louis, like the People’s Gas Com- 
pany of Chicago, is an old corporation, 
having been established through char- 
ter in 1857. The company controls the 
entire gas business of St. Louis. In 
addition to its gas business, the com- 
pany also conducts an electric lighting 
business having a plant of 8,000 k. w. 
capacity, which was completed in 1911. 

This company is more favorably lo- 
cated than either the People’s Gas plant 
of Chicago or the Consolidated Gas 
plant of New York as regards the man- 
ufacture of gas, for it is able to secure 
its coal from nearby fields at lower cost. 
Its rates, therefore, are on a lesser scale 
than in either of the other companies. 
At the present time the company is ap- 
plying for increased rates of approxi- 
mately 40%, but it is doubtful if it will 
receive it. The company is more than 
breaking even on its fixed charges at 


the present time. Moreover, the City 
of St. Louis is contesting this rate ap- 
peal, contending that the present rate 
is already too high. A valuation of the 
property has been ordered, but as yet 
not reported. 

The securities of the Laclede Gas 
Light Company which are listed on the 
New York Stock Exchange are as fol- 
lows: (1) The Refunding and Extension 
Mortgage 5s, due 1934, of which there 
are $10,000,000 outstanding, of a total 
amount of $20,000,000 authorized; (2) 
the preferred stock, which is very in- 
active, and (3) the common stock, 
which has a more or less ready market, 
the common stock being outstanding 
to the amount of $10,700,000 and of a 
total amount authorized of $37,500,000. 
The bonds of the company, which are 
listed, are secured by a first mortgage on 
all of its property. At the current mar- 
ket price of 80%, these bonds yield 7.30%. 
Inasmuch as they are followed by $16,- 
000,000 of second mortgage bonds and by 
$18,000,000 of stock, it may be assumed 
that the issue is well secured as to as- 
sets, and inasmuch as the company is 
reporting at the present time to be 
earning all of its fixed charges and as 
the issue in question is less than one- 
half of the total amount of funded debt 
outstanding, it is a safe assumption that 
the interest on these bonds is earned 
twice over. At their current price and 
yield, they may be regarded favorably. 
The common stock of the company will 
be discussed further on—vol. 27, p. 334. 


CONSOLIDATED GAS COMPANY OF 
NEW YORK 


The Consolidated Gas Company of 
New York was incorporated in 1884 as 
a merger of the following companies: 
New York Gas Light Company, Mu- 
nicipal Gas Light Company, Metropoli- 
tan Gas Light Company, Manhattan 
Gas Light Company, Knickerbocker 
Gas Light Company and Harlem Gas 
Light Company. Subsequently the 
company acquired control of the fol- 
lowing companies: The New York 
Mutual Gas Light Company, United 
Electric Light and Power Company, 
New York Gas and Electric Light, Heat 
and Power Company, now the New 
York Edison Company, the Standard 
Gas Light Company, the New Amster- 
dam Gas Light Company, Westchester 
Lighting Company, Astoria Light, Heat 
and Power Company, New York and 
Queens Electric Light and Power Com- 
pany, New York and Queens Gas Com- 
pany. It has a monoply of all the elec- 
tric light and power business around 
New York City, with the exception of 
Brooklyn. 
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The listed securities of the Consoli- 
dated Gas Company on the New York 
Exchange are the 7% Convertible 
Bonds of 1925, which are outstanding 
to the amount of $25,000,000, being the 
entire amount authorized. These bonds 
are quoted in the neighborhood of par 
to yield 7%. The issue is secured by 
collateral to the amount of $35,000,000 
of the capital stock of the New 
York Edison Company. The bonds 
may be favorably regarded, since the 
New York Edison Company’s_ stock 
is apparently worth much more than its 
par value, so that the security as to 
principal for the bonds is good. Inas- 
much as the company has recently ob- 
tained an increase in its gas rates of 
approximately 50% and is now earning 
interest charges by a large margin, it 
would seem that the bonds are safe as 
to both principal and interest. The com- 
mon stock of the Consolidated Gas 
Company which is listed, being out- 
standing to the amount of $100,000,000 
of a total amount authorized of $125,- 
000,000, pays 7% and at the current 
market price of 75-is yielding approxi- 
mately 9.33%.—vol. .27, p. 334: 


Comparative Merits of the Common Stocks 

The investor or speculator in securi- 
ties is more interested in obtaining a 
statement of the relative value of the 
issues under his consideration than he 
is of obtaining statistics which individ- 
ually afford no basis for comparison. 
We will thus consider the three com- 


mon stock issues of the three gas com-* 


panies from the standpoint of their 
comparative merits, with particular ref- 
erence to their market value, their book 
value, their asset value (where avail- 
able), their earnings per share and divi- 
dends per share, later resolving these 
figures into a common basis for com- 
parison, namely, the basis of the dollar 
value of the shares at the present mar- 
ket price. 

At the present time, Peoples’ Gas is 
quoted at 33, Consolidated at 75 and 
Laclede Gas at 37. Obviously an in- 
vestor in any one of these securities 
would consider his purchase from sev- 
eral standpoints. One would be to the 
standpoint of security of his invest- 
ment, that is to say, the amount of 
property represented for each dollar 
which he invests. The second would 
be to the return which the investment 
would bring him on the amount there- 
of. Third would be the excess of earn- 
ings, or the earning protection of the 
dividend rate which he is receiving. 

If we may consider the book value of 
the several securities as a basis for 
comparison, we find that People’s Gas 
has a book value of $111 per share, 
Consolidated Gas $116 per share plus 
a plowed in equity in the New York 
Edison Company of $39 per share, mak- 
ing a total of $155 per share, and La- 
clede Gas a book value in the neighbor- 
hood of $107.50 per share. 

However, although Consolidated Gas 
has the greatest book value per share, it 
should not be forgotten that it is sell- 
ing at approximately twice the price 
of either of the other two companies’ 
stock. The proper system for compari- 
son then is to divide the book value by 
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the market price of the stock of- the 
several companies so that we may bring 
them all to the same basis. The result 
in this instance would show that Peo- 
ple’s Gas had $3.25 of asset value per 
each dollar of security price per share 
of stock and that Consolidated Gas had 
$2.05 and Laclede Gas $2.09, apparently 
indicating that the People’s Gas stock 
is better secured as to assets, dollar for 
dollar of share cost. 

At the present time, an exact contra- 
diction to the above appears when we 
consider earnings. The People’s Gas 
Company has failed to receive an ade- 
quate increase in rates while Consoli- 
dated Gas is doing very well at present, 
having obtained an increase of 50% in 
gas rates, subject, however, to a final 
review by the Supreme Court. The 
People’s Gas Company is now breaking 
even on its fixed charges, but owes 
considerable money for material which 
it has purchased. Laclede Gas Com- 
pany, like the People’s Gas Company, 
is also doing poorly. 

The earnings per share after charges 
of the several companies are as fol- 
lows: For the People’s Gas Company, 
the earnings are practically nil, owing 
to the fact that the company will have 
to reduce its current indebtedness be* 
fore there will be any money available 
for dividend distribution on its stock. 
The Consolidated Gas Company is 
showing earnings of approximately $15 
per share and the Laclede Company is 
showing earnings of about $3.60. If we 
are to again use the method of dividing 
our several quantities by the market 
value of the shares, we would find that 
People’s Gas Company shows a zero 
amount per dollar value of shares, that 
Consolidated Gas Shows approximately 
20 cents and that Laclede Gas Company 
shows about 10 cents. We thus see 
that, of the several companies, Consoli- 
dated Gas appears to have earned 
twice as much as Laclede Gas, there 
being no comparison possible with 
People’s Gas. 

When we consider dividend distribu- 
tion on stock, the Consolidated Gas 
Company is the only one which is now 
paying, its rate being 7% and its yield 
being about 9.33%. 


Conclusions 


If we are to form a conclusion as to 
which of these securities is the better 
at the present time, we cannot help but 
choose Consolidated Gas, as it is ap- 
parently very well protected as to both 
assets and earnings, with Laclede Gas 
as second and People’s Gas as third. 
Considering the long pull possibilities 
of these securities, we believe People’s 
Gas is fairly attractive. Even if it 
should take ten years for this stock to 
again be placed on a dividend basis 
equal to that now enjoyed by Consoli- 
dated Gas, the appreciation in market 
value during that period, on a per an- 
num basis, would be practically equiva- 
lent to the yield on Consolidated Gas 
at the present time. In the case of 
Consolidated Gas, we have a certainty. 
In that of Laclede, or People’s, we 
have an uncertainty, but there would 
seem to be likelihood of a decrease in 
operating expenses, which may bring 
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about the desired improvement in op- 
erating results. The difficulties of the 
company seem to have been fully dis- 
counted. Nor must we forget that as 
operating expenses are reduced in the 
case of People’s or Laclede, that they 
will also be reduced in the case of Con- 
solidated Gas and that the securities of 
all three companies are likely to bene- 
fit in market values. 

This appreciation in market value 
would of course be greater in the case 
of the two companies which are not 
paying dividends than in the case of 
Consolidated Gas, which has a market 
value already based upon its yield and 
which is unlikely to advance in the 
same proportion, even though its earn- 
ings were greatly improved. 





PRIMING THE WORLD’S 
TRADE MACHINERY 
(Continued from page 448) 











activity in industry and production 
there will make it possible for them, 
after a reasonable period of time, to 
make repayment. Contribution to this 
“priming,” as we call it, by our mer- 
chants and exporters, manufacturers, 
farmers and other classes is our part 
of the price which all must pay to cure 
the ills of an economic system that has 
been so shattered by the great war. 

Realization of the requirements of the 
situation is widespread now among intelli- 
gent observers, and significant plans are 
being actively initiated in order to meet its 
demands. Southern cotton interests have 
recently organized an Edge Law corpora- 
tion, with a capital of $7,000,000, for the 
purpose of moving cotton to foreign mar- 
kets and they hope to accomplish this by 
transferring to a basis of long-term loans 
the credits that European buyers require 
to permit them to take this staple. 

At the last Washington Convention of 
the American Bankers Association, there 
was disclosed a clear understanding of the 
problems before us, and, later in Decem- 
ber at Chicago a very important step was 
taken in the organization of the Foreign 
Trade Financing Corporation, which is to 
have a capital of $100,000,000. This cor- 
poration, if successful in its plans, may dis- 
pose of credits to a total of $1,000,000,000, 
and there is reason to believe that the in- 
vesting public will absorb in adequate vol- 
ume the debentures which will be issued 
by this corporation. These debentures will 
be based upon satisfactory collateral in the 
form of foreign securities of various 
classes. There are many sections of the 
business community to whose direct inter- 
est it would be to purchase these deben- 
tures. Exporters will see in them a source 
of stimulation to the movement of products 
to foreign markets and will share in the 
opportunity to draw upon the available 
dollar credits which these debentures will 
provide. Manufacturers will have a simi- 
lar immediate interest in the plan and so 
will a large proportion of the American 
agriculturists. 

In fact, all those who take a broad view 
of the responsibilities of the United States 
today will recognize in these efforts a prac- 
tical move toward the rehabilitation of 
war-depleted countries. 
































Dome Mines, Ltd. 
Cresson Cons. Gold M. & M. Co. 
Hollinger Cons. Gold Mines, Ltd. 





The Long-Neglected Gold 








United Eastern Mining Co. 
Yukon Gold Mining Co. 





Stocks 


Lower Operating Costs Would Put the Gold Producers in a Better Position 


HISTORY .of the gold mining in- 

dustry during the past few years 

would reveal the fact that this 
formerly prosperous industry has fallen 
on evil days. Broadly speaking, gold 
mining has been an unprofitable enter- 
prise since 1915. Here and there, it is 
true, some of the larger producers have 
been able to show moderate profits, 
though not at all in proportion to pre- 
war days. The rank and file, however, 
have either incurred deficits or else have 
actually suspended operations. 

Almost from the start of the war, 
gold producers have had to contend 
with mounting operating costs. The 
cost of production advanced steadily 
from 1915 up to almost the end of 1920. 
This was particularly hard on the gold 
mining interests as, unlike all other in- 
dustrial interests, the price of their 
product is stationary, and they were 
thus unable to offset higher costs by 
higher prices. Under the circumstances, 
the result was inevitable. As the cost 
ef operation advanced, the margin of 
profit declined until, in most instances, 
it was not only obliterated, but con- 
verted into an actual deficit. This was 
the sum and substance of the gold min- 
ing situation in the period 1915-1920. 

In the summer of 1920, the situation 
began to change. Commodities came 
down and in fact are now only about 
50% above the pre-war level as com- 
pared with 100%, when prices were at 
their peak. Like other interests, such 
as the public utilities for example, 
where prices are, in the main, station- 
ary, the decline in commodities is of 
very great importance as it automatic- 
ally increases the margin of profit. 

The declining cost of materials leads 
to the question of whether the gold 
mining. industry is not about to turn 
the corner. Broadly speaking, I think 
that this is true. Not only have com- 
modities come down but labor, formerly 
a source of great difficulty on account 
of its scarcity and high cost, is now be- 
coming more plentiful, though it is not 
likely that labor costs will come down 
very much. In any case, gold producers 
certainly will benefit from lower com- 
modity prices and the increased supply 
of labor. 

The decline in gold production, owing 
to unfavorable operating conditions, has 
from time to time resulted in agitation 
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for artificial stimulation by way of a 
Government subsidy to the producers. 
This will probably never come about, 
as it is clearly recognized that there is 
a more or less direct relationship be- 
tween inflation and increased world 
gold supplies. Certainly, it has less 
chance of success than ever, now that 
production ‘costs are declining. The 
gold producers, themselves, realize this 
and are bending all efforts toward cut- 
ting down their operating costs and in 
that way make their operations more 
profitable. 

The background of the past few 
years, naturally, has not been conducive 
to the welfare of the gold shares. No 
other class of security has been so neg- 
lected and so thoroughly deflated. It 
is to be presumed, once it is under- 
stood that the gold producers face a 





TABLE I.—DOME MINES. 





Ore Gross 

milled Value Total profits 

tons per ton expenses per ton 
} 1918 .. 101,812 $10.72 $4.95 $5.77 | 

| 1914 .. 145,305 8.77 4.19 4.58 
| 1915 .. 248,550 468 62.97 8961.71 | 

| 1916 .. 347,640 5.50 2.56 2.94 
1917 .. 459,530 4.73 2.70 2.08 | 

1918 .. 247,000 4.27 2.79 1.48 
1919 .. 187,580 7.4 3.35 8.69 | 


TABLE IJ,—HOLLINGER ORE RE- 
SERVES. 


Value | 
| Tons perton Gross value 
| 3911 462,000 $22.14 $10,230,000 | 
1912 664,540 17.48 11,271,400 
1913 845,300 13,71 11,604,800 
| 1914 1,162,960 11.49 18,358,420 
| 1915 1,846,000 9.65 17,824,800 | 
| 1916 3,938,540 8.68 $4,185,535 | 
1917 4,494,510 8.95 40,231,435 
1918 .... 4,489,080 9.15 41,020,005 | 
| 1919 .... 4,392,000 9.09 39,928,000 
TABLE [1I.—UNITED EASTERN. 
| Tota) Gross 
| Tons of ore Value cost profit | 
milled perton per ton per ton 
1917 84,548 $22.42 $7.28 $15.14 | 
1918 92,339 23.16 850 14.66 
1919 87,310 20.71 9.50 11,21 
1920* 94,051 21.25 10.86 10.39 


*For the first eleven months. | 














more prosperous period, that these shares 
will commence to reflect the changed 
outlook in the market. This, of course, 
has more particular reference to the 
better class of gold shares, for only the 
large producers can hope to benefit 
from the changing conditions. 

It would obviously be impossible to 
analyze all the important gold stocks 
in an article of this size, and the writer, 


therefore, hag chosen only the more 
representative issues. 


DOME MINES, LTD. 

This is a Canadian corporation, its 
properties being located in the Tisdale 
township of Ontario, Canada. Dome is 
generally recognized as one of the two 
or three most important producers on 
this continent. 

Development of the properties has 
shown that the ore body, while of low 
grade, in general, is very extensive and 
that it forms one of the largest gold 
ore deposits in North America. Equally 
good ore exists 1,100 feet below the 
surface as on the surface or upper lev 
els, which somewhat sets this mine out 
apart from others. It is estimated that 
the ore body above the 700-foot level 
contains about 3,500,000 tons. This 
does not include the reserves below 700 
feet, which are known to be large. At 
$7 a ton, the 1919 value, the value of the 
ore reserves above 700 feet would be 
about $24,500,000, as compared with a 
total authorized capitalization of $5,000,- 
000 ($10 par) in capital stock. 

The mine equipment is thoroughly 
modern and complete. It is electrically 
driven, power being obtained from the 
Nawaitin Falls, about 13 miles from 
the properties. In 1919, new methods 
of mining and ore handling were put 
into operation, resulting in consider- 
ably lower. costs. Thus, where in the 
period 1914-1917 it cost $11.80 to pro- 
duce an ounce of gold, in 1919 the cost 
was cut down to $11. Had the company 
not suffered so much from high prices 
for materials and shortage of labor, its 
results would have been even better. 
On an $11 per ounce cost basis, the 
company is in a position to extract a 
good profit, as the fixed gold price is 
$20.672 per ounce. 

Of the authorized . capitalization ~ of 
$5,000,000, there is outstanding $4,000,- 
000. Only $3,500,000 of this amount is 
listed on the New Yerk Stock Ex- 
change, with authority to add the bal- 
ance of $500,000 upon official notice of 
issuance and full payment. At the end 
of last year, the company applied to 
have $767,670 listed, which would bring 
the total outstanding shares to $4,767,- 
670 of the authorized $5,000,000. 

The company paid 50 cents quarterly 
dividends from September 1, 1915, untif 
June, 1917, when the amount was re- 
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duced to 25 cents quarterly. In the 
following quarter, dividgnds were 
passed altogether, being resumed on the 
25-cent quarterly basis January 15, 1920. 
Dome sells at about $11 a share, where 
it yields about 9%. This dividend 
should be maintained for a long time, 
especially now that operating costs are 
declining. 

The financial position of the company 
is excellent, including $1,250,000 in cash 
and Canadian Government bonds. This 
is about 30% on the outstanding capital- 
ization, which is far better than many 
industrials can show. Considering the 
value of the company’s properties, its 
financial position and earning powell, 
the stock is a good speculative invest- 
ment at these figures, and if ever the 
gold stocks become active again Dome 
should be the leader in the procession. 
—vol. 26, p. 34. 


CRESSON GOLD 

The Cresson Consolidated Gold Min- 
ing & Milling Company has had a very 
romantic career. Incorporated in 1897, 
nothing much was thought of this com- 
pany’s properties in Cripple Creek, Col- 
orado, until in 1914, the time of the 
famous “strike,” when it was discovered 
that the mine contained one of the 
richest ore bodies ever known. Since 
1908 and up to September, 1919, the 
company distributed over $8,000,000 
‘ash on an outstanding capitalization of 
$1,250,000 ($1 par value), by far the 
greater share of this distribution com- 
ing after 1914. 


In considering the prospects of this 
company, it is important to recognize 
that the rich ore reserves have been 


liberally used up. Just how much high- 
grade ore is still left is not known and 
it would seem that unless rich ore can 
be discovered, operation will become 
less profitable. However, the com- 
pany’s properties are located in the 
greatest gold-mining district in the 
country, and it may some day discover 
new ore bodies worthy of development. 
This is an outside possibility, of course, 
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but it makes the stock a rather interest- 
ing speculation. . 

For over a year earnings have de- 
clined, mostly due to the lower grade 
of ore mined and the serious labor 
shortage with which the company has 
had to contend. Many of the skilled 
miners of the district transferred their 
activities to, the oil districts, and their 
absence caused many a gold mine in 
the district to shut down. The com- 
bination of labor shortage and the par- 
tial exhaustion of high-grade ore 
proved too much for the company and 
in September, 1919, it was decided to 
pass the usual 10-cent monthly divi- 
dend. 

There is no doubt that if the company 
can induce the men to return to work 
it ought to have at least a fighting 
chance. And, of course, there is always 
the possibility that more ore of high 
quality will be discovered. This, of 
course, would add to the life of the 
mine. A late estimate places the known 
ore value at slightly less. than $2 a 
share. This compares with the present 
price of the stock of about $1 a share, 
so that the speculative element would 
seem to be very much reduced. 

While the outlook for Cresson is 
doubtful, and there is reason to believe 
that the mine has seen its best days, 
there are enough compensating features 
to make speculation in the stock ot 
current low figures worth while.—vol. 


26, p. 35. 


HOLLINGER 

Hollinger Consolidated Gold Mines, 
Ltd., is no doubt the greatest gold mine 
on the continent. The company itself 
is a consolidation of four of the richest 
mines in the famous Porcupine district 
of Canada. Production to date has 
amounted to about $40,000,000 and esti- 
mated reserves are placed at about the 
same figure. This, however, does not 
include reserves in the deeper levels, 
which are known to be very large. A 
conservative estfmate of the value of 


the mine would be about $75,000,000. 


DRILLING IN A CANADIAN GOLD MINE 


This was the estimate of the value of 
the mine arrived at by Government ex- 
perts for tax purposes. 

The company is capitalized at $25,- 
000,000 in $5 par shares. All but $80,- 
000 of this is outstanding, with $1,000,- 
000 held in the treasury. The value of 
the mine can be roughly estimated at 
about $15 a share on the outstanding 
stock. This compares with its current 
market price of about $6 a share. 

Like all other gold producers, Hol- 
linger has had labor troubles. The war 
drew off a number of the skilled work- 
ers and the copper, nickel and silver 
mines, being in a better position to pay 
higher wages, drew off some more. 
However, such is the efficiency of the 
management and the equipment that, in 
spite of these great handicaps, Hollin- 
ger was able to make a fine showing in 
1919, when it earned 47 cents a share, 
after drastic allowances for depreciation. 
In the past. year there has been some 
improvement in the labor situation and, 
while the mine has not yet attained its 
pre-war efficiency, it is in a position to 
get good results. 

There is nothing flashy about Hol- 
linger. It is a steady mine with a long 
life ahead of it, probably not less than 
25 years. Earnings during 1920 im- 
proved to such an extent that it war- 
ranted an increase in dividends from 
1% every 8 weeks to 1% every four 
weeks, thus resuming the old rate of 
payment. It is expected that capacity 
production of 3,200 tons per day will 
be attained shortly, so that sharehold- 
ers can probably look forward to at 
least ‘the maintenance of the present 
high rate of dividends. 

Considering the history of this re- 
markable mine, its large ore reserves, 
capable management and excellent fu- 
ture, the stock looks rather cheap at its 
current price of about $6 a share. At 
this price, it yields somewhat over 
10%. It is traded in on the unlisted 
securities department of the Toronto 
Stock Exchange. 


(Continued on page 494) 
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Petroleum 


Pipe Lines Reduce Runs—Prospect of Lower Crude Prices—No Excessive Exporting 


FORECASTER who undertakes to 

prophesy what this year has in store 

for the petroleum industry will in- 
deed be deserving honors if he even ap- 
proximates the truth. 

What happened during the last six 
months of 1920 is influencing to a quite 
noticeable degree the beginning of what 
we have good reason to expect during the 
next six months. This is truer of the 
petroleum industry than of some other in- 
dustries, for the oil business was one 
hundred per cent actual during all of 1917 
1918, 1919 and no profiteering occurred. 
The great impetus which war gave to the 
industry continued until early in 1920, and 
through all of 1920 that impetus caused 
some slight production beyond the con- 
suming needs of the world. This neg- 
ligible surplus would have been easily 
absorbed had not the automobile and motor 
industry suddenly ceased to function 
normally. Under the circumstances, how- 
ever, the surplus was cause for caution, 
and, on December 14 last, the big pipe 
line buyers of crude oil cut, their daily 
runs from wells 30 to 50%. 

The restricted runs order involves ap- 
proximately 700,000 barrels of daily crude 
oil production in what are known as the 
Mid-Continent fields—Oklahoma, Kansas, 
North Texas and Northwest Louisiana. 
The pipe lines refuse to either buy or 
transport about 40% of this daily produc- 
tion. Nature, however, will continue to 
force to the surface a percentage of the 
interdicted quantum. The producer must 
somehow absorb and control the surplus, 
and this will embarrass him. 

The oil industry has passed through a 
score of similar experiences, and the 
period of readjustment has always been of 
months’ duration. 


Clinic or Postmortem? 


Postmortems involve something . past 
and gone, and bring profit only to sur- 
geons, undertakers and grave-diggers. 
Clinics provide needed help to the living. 
The writer, therefore, would prefe#* to 
hold a clinic rather than a postmortem— 
less haggling over dead ones and more 
interest in the live ones. 

The consumers of the world are not 
buying as much of anything as they were 
a year ago, consequently producers are 
lessening the volume of output. Oil pro- 
ducers were rather rudely jolted into a 
realization of this fact only a month ago, 
while running on full power. Now that 
they realize what confronts them, they 
will slow. down as much as the natural 
forces they release will let them. When 
the Cushing field was at its top stocks of 
crude oil reached their maximum of 155,- 
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By “FIELD CORRESPONDENT” 


000,000 barrels and crude oil was selling 
at 35 cents a barrel. 

At this writing stocks of crude oil ap- 
proximate 135,000,000 barrels and crude 
oil is selling—for the bulk of it—at $3.50 
a barrel, These figures are offered merely 
to show that surplus stocks are large 
enough to permit an orderly readjustment 
of production to meet consumption, the 
public in the meantime being amply pro- 
tected. Every demand for gasoline for 
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pleasure, industry and land and water 
transportation will be comfortably met 
until the present rather negligible surplus 
production has shrunk to a volume that 
will again require maximum producing 
capacity. This period of moderate 
production will necessarily be regulated 
by the speed with which other industries 
readjust their productive capacities. 


Production Equals Demand 

Taking into consideration the seasonal 
fluctuations of oil production, there is 
probability that present quotations for the 
700,000 barrels a day affected by the re- 
duced runs will. be lowered, as the 
surest way to bring production to 
the reduced consumption level. This 
contingency is forecast by the cut of 
3= cents a barrel in Pennsylvania, West 
Virginia, Ohio and Kentucky, in the cut 
of 50 cents a barrel in South Texas and 
the cut of 50 cents a barrel at Healdton, 
Okla. The total daily production affected 
by these price reductions does not exceed 
210,000 barrels, all in territory where 
production will not be materially increased. 
It seems self-evident that the purchasing 
agencies are honestly. inclined to deal 
fairly with producers because they have 
allowed the price of the big productive 


fields (that must be depended upon in 
emergencies, where the 700,000 barrels 
daily production comes from) to remain 
stationary while trying the alternative of 
taking less oil without reducing the price. 
Having this known quantity, we may 
reason from cause to effect while trying 
to understand the near future. If the 
bulk of the crude oil of the United States 
is produced under price conditions satis- 
factory to the producers, the misfortune 
of smaller consumption will be consider- 
ably modified, and the industry will re- 
spond in a way much more favorable to 
itself and affiliated activities. 

There is no other industry in the United 
States that so certainly and consistently 
moves under its own financial power and 
resources as does the petroleum industry. 
I am, of course, eliminating entirely all 
the promotions and stock-jobbing schemes 
that at times so completely fill the public 
eye and, unfortunately, is the public’s meas- 
ure of the oil business, and refer to the 
tremendous personal and financial forces 
that produce, transport, refine and market 
all the petroleum and its products the 
world daily consumes in such large vol- 
ume. The producer receives cash at least 
every thirty days for his marketed pro- 
duction, from which he pays his bills to 
supply dealers. The pipe lines receive 
cash from the refiners to whom they deliver 
the crude oil The refiner receives cash 
from the jobbers and consumers to whom 
the manufactured products are delivered. 


Oil Its Own Financier 

Forty years-ago, when he was organiz- 
ing a corporation to manufacture and sell 
materials for drilling wells and operating 
producing properties, the president of one 
of the greatest oil-well supply companies 
was asked by a then leading banker in 
New York (now an executive in Amer- 
ica’s greatest financial institution in New 
York) to open an account. The supply 
man tried to explain that producers to 
whom he sold the entire output received 
cash daily if needed, certainly every thirty 
days, for the crude oil they produced, and 
settled bills at the supply stores. Bor- 
rowed capital was, in these circumstances, 
sO unnecessary as to make it seem childish 
to go through the idle form of making 
loans. Frequently since that time the sup- 
ply man has seen the New York financier, 
who to this day is not able to understand 
the financial foundation of the oil busi- 
ness. And that clear-headed supply ex- 
ecutive has maintined his business and 
expanded to meet every trade requirement. 
The reason given by the supply man is 
the same reason that forces me to be an 
optimist about the petroleum industry and 
also prompts me to state unequivocally 
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that the oil industry is abundantly able to 
sustain itself during the present rather 
embarrassing period of readjustnient the 
world over. 

Straightening Some Kinks 

If the investing public will clear its 
mind of the propaganda that so carelessly 
is handed out to the effect that crude oil 
is playing out while the world is almost 
suffering from lack of refined oils, and 
visualize a normal business, much of the 
doubt and suspicion surrounding the 
petroleum industry will disappear. The 
threatened famine would make of the oil 
business a precarious investment that 
might collapse at any time. With crude 
oil production always equaling and some- 
times exceeding consumption and so cdn- 
tinuing almost indefinitely, a prosperous 
and sustaining industry makes a splendid 
investment. 

I can assure the American public that 
there is plenty of oil left in the United 
States, Mexico, South America and Asia 
to meet all requirements for fifty years, 
and then some. Furthermore, we may 
trust the American operator to remain at 
the head of the procession in successful 
competition with any and all other 
nationals. Great Britain has not monopo- 
lized enough possible oil-producing ter- 
ritory to hurt, and all the propaganda 
going broadcast is mostly political piffle. 
This statement may be accepted as ninety 
per cent true and susceptible of intelligent 
demonstration. And, again, no foreign 
nation is beating our own nationals to the 
undeveloped supply of crude petroleum in 
the United States; nor in South America, 
where our nationals are making excellent 
progress and other nationals are merely 
trailing. 

The Export Menace 

There is quite a bit of nonsense in the 
daily press and on the lecture platiorm 
about petroleum exports getting beyond 
bounds and threatening the domestic sup- 
ply. There’s nothing to that propaganda. 
Sufficient petroleum is being exported 
from the United States to absorb what 
would otherwise be a surplus and to sup- 
ply foreign needs at profit to our own 
nationals. Merely normal trade that is 
encouraged by both government and citi- 
zens in every other line of producing 
activity. 

Petroleum is a commodity just like any 
other commodity, properly used and ex- 
ploited for comfort and competence, and 
posterity has no license to insist that its 
progenitors should deny themselves to 
serve some fantastic theory of happy evo- 
lution. Every generation is sufficient unto 
itself and its desires. The dreamer who 
projects his pleasures and profits into 
1971 is certainly overiooking many oppor- 
tunities in 1921. We discovered when 
we piled up quantities of products to sus- 
tain us through long years of war that 
we had undreamed-of production resources. 
Now that they are lying about in un- 
usable surpluses we are learning that. our 
theories do not fit the facts. We have 
wheat to grind, meat to eat, wool to spin, 
coal to burn, oil to burn and lubricate, 
and money to lend and give away—and 
politicians and rattlebrains to support. 
Our wise men and forecasters stub their 
toes just like common mortals, and we 
help them to their feet. 
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It seems probable now, surveying the - 
commercial and industrial horizon, that 
1921 will be quite busy in readjusting 
over-propagandized and over-played 1920. 
But if we can realize that the troubles of 
our neighbors are just replicas of our own 
troubles, and go to them, there are abund- 
ant accessories we can utilize to make the 
grade, : 


Some Previous Recoveries Result in Rec- 
ord Production in 1920 


A wise forecaster will provide himself 
with a few backstops and mileposts. To 
buttress the optimistic prediction that the 
oil business is resourceful and has the 
elements of recuperation within itself 
there is presented herewith a graphic 
record of America’s oil production, dating 
from the years that states west of the 
Mississippi River showed their first oil 
production. 

Except during 1906, the year of the dis- 
covery of the Glenn pool in Oklahoma, 
there has been a pretty steady increase of 
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WHY OIL CAN COMPETE WITH COAL 


In this diagram, reproduced from The 

Black Diamond, is shown in graphic form 

what happens to 2,000 pounds of coal in 

average use. Of this amount only 76 

pounds, or 3.8%, are finally converted into 
mechanical energy 


production every year, with 1920 showing 
the greatest increase ever recorded since 
petroleum began in 1859. Previous to 1917 
these increases were followed by price 
declines to very low levels, making it more 
difficult for the industry to recover its 
equilibrium. Even if the price declines in 
1921 it will still be high enough to permit 
easy recovery. 

These steady increases in production, as 
noted, should dissipate the idea that pro- 
duction is declining. Consumption is im- 
material, since production has demon- 
strated its capacity to cover it amply. 
Every year the alarmists for twenty-five 
years have issued their same warning of a 
famine, and in 1903 stocks were only 
25,000,000 barrels. 


ACTIVE OIL OPERATIONS IN MEXICO 

Tampico, Tamps.—A drilling rush is 
under way in Amatlan and Zacamixtle. 
Approximately 150 wells are now drilling 
or preparing to drill in that district and 
arrangements for sinking many more are 
under way. 

With the Huasteca and Corona wells in 
Zacamixtle and the completion of the 
Tidewater and Transcontinental wells in 
Amatilan, the eastern extension of the pro- 
ducing area has been pretty well defined 
The Transcontinental on Lot 198 is a pro- 
ducer while the Tidemex on Lot 208 was 
drilled into salt water. This is Tidemex’s 
first completion in the Mexican fields since 
the Tidewater Co. established offices here 
seven or eight months ago. 

A great rush for the oil in the Zaca- 
mixtle field is now on and it is estimated 
that within six weeks’ time half a million 
barrels of oil will be taken out of that 
field daily. With that production oil men 
figure that Amatlan-Zacamixtle will be ex- 
hausted in from six to eight months. A 
great many wells are being drilled there 
by small companies and individuals who 
hope to sell their production to companies 
having pipe lines; a number of these con- 
tracted for their production before begin- 
ning to drill. 

Of the larger companies operating in the 
district, the Mexican Gulf is drilling five 
wells; the Mexican Sinclair 2; AGWI 
(Atlantic Gulf & West Indies) 2; Inter- 
national (John Hays Hammond) 5; Island 
Oil & Transport 4; Aguila 5; Huasteca 8. 
In addition to these a number of locations 
have been made. 

Island Oil’s topping plant is nearing 
completion and will start operating at 
about one-half capacity in a few weeks. 





THE TROUBLE WITH CUBA 

Tracing the causes leading up to the 
moratorium in Cuba, James H. Edwards, 
of the Irving National Bank, just returned 
from the island, said: 

“While speculation in sugar may have 
been a contributory cause to the crisis, in 
my opinion there were other influences of 
equal or, perhaps, greater importance. 
There was an overextension in business 
due to the wave of prosperity which Cuban 
merchants, like merchants in other coun- 
tries, had been riding for more than two 
years. Another cause may be laid to’ for- 
eign exporters who, to take advantage of 
rising markets in their own countries, de- 
layed deliveries of goods which Cuban 
merchants had ordered. When the goods 
did not come the Cuban buyer, in many in- 
stances, placed a duplicate order with an- 
other house. If this concern also failed to 
ship as promised he often went to still 
another foreign firm. 

“Eventually the market broke. Prices 
tumbled here in the United States and else- 
where. Then the foreign exporters began 
sending the long-delayed shipments to 
Cuba. As a result, some of the Cuban 
merchants received, and at top prices, 
three or four times the amount of goods 
they normally would have put -in stock. 

“Now conditions are much improved. To 
a certain extent confidence has been re- 
stored and the new sugar crop is begin- 
ning to move, despite unusual rains late in 
November that held up the grinding sea- 
son twenty or thirty days. 
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ENRY FORD is reported in the 
market for a loan of from fifty to 
seventy-five million dollars. Which 

indicates that at last he has been forced 
© pay a repair bill to some one else. 


But this is the first time it has ever been 
nferred you could do that much damage 
to a flivver. 


The Detroit historian’s confession that 
he is in need of money comes as a great 
shock to millions of Ford owners. That 
they are short of funds is self-evident, 
but they never supposed Hen was in the 
same boat with them, so to speak. 


A Ford is admittedly a wonder on a hill, 
but whether it can make the grade leading 
to a touch for seventy-five million cold 
beans remains to be seen. The bankers 
have a great clutch on the available loose 
coin of the realm, but the Ford clutch 
ought to prove superior—if it doesn’t slip. 


UST what Henry wants the money for 
is a mystery. There are many the- 
ories. One is that these annual parties 
with John Burroughs, Tommie Edison and 
Firestone, the tire man, have been wild 
orgies of extravagance and that they 
always let Hen pay the check and tip the 
waiter, 

There is a vague rumor that the party 
stopped in hotels charging as high as 
$2.50 a night ’nd everything, and that 
even when sugar was 50 cents a grain, the 
four always used three lumps in every 
cup of tea. Not even Ford could stand 
this sort of thing forever. 


It is also reported that Henry lost 
heavily at that famous tree-climbing con- 
test on Burrough’s farm last summer. 
Ford bet on Burroughs to climb a tree 
faster than Edison. Edison, if you recall 
it, made a new “record.” Henry lost a 
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The Ford Loan 


By H. I. PHILLIPS 


small fortune through such a_ reckless 
wager. The squirrels on the naturalist’s 
farm had a wonderful time looking on, 
but they didn’t pay in. And no party of 
this sort is a success without good gate 
receipts. 


NOTHER story is that Mr. Ford’s 
recent history of the United States 
(in eight volumes and eighteen reels) put 
him in the hole. Of course, it was a 
little thing, but Henry stated in his his- 
tory that the Mason and Dixon line was 
a southern railroad and that the original 
Thirteen States were coma, intoxication, 
total unsconsciousness, et cetera. 


And on page 86, say the gossips, he 
declared that Sheridan only got 16 miles 
to the gallon on his famous ride, and that 
Custer’s last fight was against Bennie 
Leonard. 


These statements killed the sale of his 
history as a text book, but there is still a 
fortune in it if Henry will revise it into 
a good musical comedy. 


ANOTHER theory is that Henry started 
on the downward path financially the 
day he decided to become a newspaper 


publisher. Nobody knows what real 
trouble is until they try this one. And 
to make matters worse, Hen let his editor 
attack the only people in the country who 
have money. A fine thing to do just be- 
fore going forth to make a touch! 


Still another yarn is that Mr. Ford is 
to go into the moving picture business. 
His cars have supplied most of the moving 
picture comedy scenes for fifteen years; 
it would seem about time he got some 
royalties. 


QuUR own theory is this: 
Mr. Ford is at last to turn out a 


car equipped with a horn that won't be 
an embarrassment rather than an asset. 
There is no flivver owner who isn’t humil- 
iated about fifty humiliations to the gal- 
lon by that darned Ford horn. It emits a 
feeble squawk like a young but catarrhal 
duck calling for its mate and hoping said 
mate will not show up. 

It is a dead give-away. You blow the 
darn thing as a sign to the automobile 
ahead. But the driver just takes out his 
fly-swatter as a matter of precaution, and 
otherwise ignores you. Thousands of 
Ford owners go mad each month as a re- 
sult of the futility of the present Ford 
horn. If the report is true that he seeks 
money to equip the 1922 cars with ade- 
quate horns we hereby pledge ourselves to 
raise a $75,000,000 fund for him from 
appreciative Ford disciples. 


But, all joshing aside, the way for Mr. 
Ford to get this enormous loan from the 
bankers is very plain: Shake ’em for it! 


FINANCIAL NOTES. 


Liberty Bonds are improving. But the 
holders are not yet able to sit up. 


The new secretary of the United States 
Treasury ought to have as his chief qual- 
ification speed as a paying teller. 


Count that day lost whose low, descending 
sun 
Sees not another flotation of bonds begun. 


Goodrich rubber bonds did well on the 
rebound, as it were. 


DO YOU REMEMBER? 
Oh, those wonderful days of old— 
Days so joyful and sporty, 
When New Haven Raifroad sold 
At just two hundred and forty! 





VALUE OF GERMAN MARKS 
Editor, THe MaGAzINE OF WALL STREET: 

Sir: In your issue of Dec. 11, 1920, Vic- 
tor de ViHiers, “employing simple arith- 
metic,” shows how much, or rather how 
little, the German mark is worth. This 
article is very interesting, but somehow 
it is not quite convincing. The author 
places the recovery of the mark just about 
in the impossible class, by speaking of it 
as a possible miracle. The “impossible” 
has happened so frequently on this earth 
that we should not be so easily discouraged 
by that word. 

A country may be rich from either or 
both of the following: First, natural re- 
sources; second, its people. Russia, with 
all her natural resources, is a bankrupt na- 
tion; Japan, with few natural resources, 
is wealthy. Before the war, Germany be- 
longed to the latter class. A nation of 
this sort has numerous skilled workmen, 
who can take raw material and work it 
over into articles worth many times the 
original value. For example, the United 
States, a country of vast resources, con- 
verts its iron ore into pig iron or heavy 
machinery for export. Its value is a few 
cents a pound. The skilled mechanics of 
other countries, such as Germany in nor- 
mal times, fashion the pig iron into the 
finished product, which may enhance the 
original value to $10.00 a pound. It should 
be borne in mind. also that the German is 
working for a fraction of the pay received 
by an American. 

Let us try some simple arithmetic, work- 
ing along the above lines. We will as- 
sume that in Germany there are 20,000,000 
people working for a living; 10,000,000 are 
working for the immediate needs of the 
country, the other 10,000,000 are engaged 
on manufactures intended for export. 
These articles include drawing instru- 
ments, surveying instruments, optical in- 
struments, delicate laboratory instruments, 
toys, chemicals, including dyes, etc. (Some, 
no doubt, will take exception to German 
dyes being included among coming exports, 
but my personal experiences with various 
colors are that they “run much more 
quickly, yet are not nearly so fast” as they 
were before the war. I do not wish to 
appear pessimistic about our dye industry, 
but we should face the truth, as the truth 
now may save us considerable trouble 
later.) In other words, the German 
skilled man will take 50 cents’ worth of 
metal—he pays 50 marks for it—and con- 
verts it into a set of drawing instruments 
worth $25.00 to us, or 2,500 marks to him. 
Thus we see that while, owing to the fall 
in value of the mark, the raw material 
costs many times more than formerly, this 
item is so small compared w'th the value 
of the finished product that it counts little 
in the end. 

The Germans will always successfully 
compete with us in these manufactures as 
long as there exists such a great differ- 
ence in the pay of the working classes of 
the two countries. Assume the German 
workman gets one-tenth the pay of the 
American. Articles are then manufac- 


tured at one-tenth of the cost here, but 
owing to increased cost of materials, and 
to export charges, this difference is as- 
sumed at one-half, certainly a liberal al- 
lowance. If the result of the German’s 
labor for one day is sold here for $4.00, 
the net profit should be $2.00. The total 
profit ef 10,000,000 people working for 300 
days is $6,000,000,000.00. If the indemnity 
is fixed at 20 billion dollars, it will be paid 
off in less than four years, and a sum 
equal to the total debt of the German na- 
tion, amounting to 280 billion marks, will 
be returned to that country in the form of 
gold marks, within ten years. Of course 
the above figures appear fantastic, but in a 
case of this sort, one set of figures is as 
good as another, and one person’s guess is 
as good as the next man’s. The whole ar- 
gument above is based on the fact that, 
while many nations like the United States 
obtain their wealth mainly by making use 
of material resources, Germany’s riches 
depend on the sale of the services of her 
working people, who average high in the 
skilled trades. It does not take into con- 
sideration the fact that Germany must 
import a large amount of foed, rubber, 
steel, and other metals to keep herself go- 
ing. However, the war showed that she 
is more nearly self-supporting than we 
suspected, and these imports will be kept 
down to a minimum while exchange rates 
remain unfavorable. 

There are a few extra ieasons why 
Germany should have more than an even 
chance to come back: First, she has a 
population inclined by nature to thrift, 
frugality, hard work, patience, and en- 
durance ; second, her potash resources con- 
stitute a source of incalculable wealth; 
third, practically her total debt, outside of 
the indemnity of course, is due her own 
people—O. O. K. 


The article to which our correspondent 
refers dealt with the values behind Ger- 
man currency as now constituted. Its pur- 
pose was to show that the actual, tangible 
value of the mark, as an index to Ger- 
many’s financial condition, might conceiv- 
ably be much less than its quoted value. 
This being so, the author made it clear 
that the present-day buyer of marks not 
only speculates on the speediness of Ger- 
many’s . recovery—something, as Mr. de 
Villiers said, which “we all know must 
happen some day”—but he also pays a 
premium for the privilege. 

We are glad to give space to our cor- 
respondent’s views as to the resources and 
basic strength of the German pedple. 
That they may get back on their feet soon 
is the hope of all the world which has al- 
ready suffered severely from the loss of 
one of its most important markets. Con- 
fidence in their ultimate recovery, how- 
ever, should not lead to wholesale specu- 
lation in their shrunken currency which 
only years can see restored to its former 
value—if then.—Ebrtor. 





ESTABLISHING LOSSES 
Editor, THe MAGAzIne or WALL STREET: 


THE MAGAZINE OF WALL STREET 


Sir: I may be dense out I do not get 
the logic of that overworked excuse of 
selling stocks to establish losses against 
Federal taxes, and if I am not right in the 
following I am sure numerous other read- 
ers of your paper could be set right with a 
brief reference to the subject in one of 
your future editions. 

(The correspondent then shows a 
table giving 100 shares of American 
Woolen bought in 1919 at 120 and 
sold in 1920 at 70 to establish a paper 
loss of $5,000. He then assumes that 
the 100 shares are rebought in 1920 at 
70 and sold in 1921 at 120, giving a 
paper profit of $5,000.) 

The tax you save on the loss is col- 
lected on the later gain and a chance is 
taken that a higher tax may have to be 
paid later. Under the same tax there is 
no advantage except to the broker who is 
sure to get his commissions.—P. B. B. 


The purpose of selling stocks at the 
year end to establish a paper loss is to re- 
duce the income tax requirement for the 
year in question. _What may happen in 
the following year does not affect the im- 
mediate value of the operation, nor does 
it enter into its purpose.—Eprror. 





WHO'S TO BLAME? 


Editor THe MaAGaziIne or WALL STREET. 

Sir: I am a reader and subscriber of 
many years. Kindly give me your opinion 
on the following: 

I had a G. T. C. order outstanding for 
ten months. In November my broker 
called for more margin on some stocks I 
was holding. I told him I was unable to 
provide more margin. He advised me to 
sell out, which I did.. I then closed my 
account. The broker sent me my cash bal- 
ance of several hundred and the stocks I 
had purchased outright. Two weeks later 
he phoned me that he had purchased 200 
shares of stock on my G. T. C. order. I 
asked him if he would hold this stock for 
me. He refused. However, he offered to 
sell it at the same price, charging me no 
commission. He sold it at a loss of half 
a point and sent me the loss. 

Now, this broker held 20 shares of stock 
which he had not sent me with the others 
as they were not transferred. He still 
holds these 20 shares. My contention is 
that when I closed my account all orders 
were thereby cancelled and that it was 
carelessness on the firm’s part to execute 
an order for an account that had been 
closed, at least without further advice. I 
repudiated the debt and asked for my 
stocks. He has not sent them. Am I cor- 
rect ?—J. P. McE. 


Ordinarily, when a customer closes his 
account with a broker all standing or open 
orders are automatically cancelled. When 
the customer, as in your case, receives a 
statement, check and stock—showing 
clearly that his transactions are at an end 
—it would appear negligent on the part of 

(Cc ontinued on page 506) 
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The Automobile and Steel Industries 
HERE has been a terrific lot of false 
conjecture as to the probable future 
effect of the decline in automobile 
manufacturing operations on the iron and 








THE TREND 


STEEL—Small gain in independent 
operations. Prices weaker and funda- 
mental conditions show little im- 





prov t. Automobile manufacture | 
consumes about 5% of total steel | 
output. } 


SHIPPING—More ships laid up. Freight | 
rates at very low level. Outlook | 
unpromising. | 

COTTON—Sentiment again reactionary. | 
Primary markets weaker, due to for- | 
eign infl D tic textile ac- 

J 





tivity improving. 

LEATHER—Both domestic and export 
business improving. Retail shoe sales 
more satisfactory. Trend upward. 

OIL—Crude prices cut in all fields and | 


grades. Refined products c u t 
slightly. Immediate outlook un- | 
favorable. 


PAPER—Newsprint spot prices decline. | 
Most other paper grades weaker. 
Demand falling off. Activity om 
decline. 

SUGAR—Refined prices cut again. Raw 
sugar relatively firm. Market near- 
ing stabilization and business basis 
getting sounder. 

















steel trade. The question as to the rela- 
tionship between these two industries can 
be answered by comparing total iron and 
steel production with automobile consump- 
tion of these products. 

Compared with the total output of the 
steel mills, automobile consumption is sur- 
prisingly small. The automobile consumes 
more malleable and foundry pig iron than 
any other steel product, yet the total auto- 
mobile consumption of this product in 1919 
was only 10.6% of the total produced in 
this country. It is doubtful that this per- 
centage could have been bettered in 1920 
owing to the falling off in automobile 
manufacture in the last few months of the 
year. 

Only 3.5% of the total rolled finished 
steel manufactured in this country goes 
into automobile production. About 6.8% 
of the total alloy steel output is consumed 
in automobile manufacture. Aside from 
sheet steel, about which special mention 
will be made later, it is evident that the 
consumptive capacity of the automobile 
is hardly an important factor in the steel 
industry, at least as compared with such 
consumers as the railroads. 

It is true that in the case of some steel 
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Trade Tendencies 
Prospects of Leading Industries as Seen by Our Trade Observer | 


As the gemeral tendency im a given trade is but one of the many factors affecting 
price of securities representing that industry, the reader should not regard these trade 












products, the automobile industry makes 
very important demands. Thus, it con- 
sumes 27.1% of the total output of black 
sheets, 13 gage and thinner, and 13.4% of 
the total production of all black sheets. 
The effect of the slump in automobile 
manufacture is very apparent in this mar- 
ket. When the automobile buying move- 
ment was at its height black sheets were 
bid up to 15 cents. Since then they have 
declined until they are now down to the 
Industrial War Board basis of 4.35 cents 
with every likelihood of being eventually 
shaded under this price. 

It is quite evident, assuming that auto- 
mobile production is on a_ considerably 
lower plane in 1921, that the sheet makers 
will feel the slack more keenly than other 
steel interests linked up with the automo- 
bile industry. 

Owing to the diversified nature of the 
steel products entering automobile manu- 
facture it is inpossible to arrive at the ex- 
act percentage of iron and steel consumed 
in this country by the automobile manu- 
facturers. Very roughly, it is about 5%; 
certainly no more than that. Assuming 
that it is 5%, it is obvious that the reac- 
tion in the automobile industry can have 
but an imperceptible effect in regulating 
steel prices, always excepting sheet steel 
and similar specials. 

While the amount of malleable and foun- 
dry iron used by the automobile industry 
is not as large as that used by other in- 
dustries, it is sufficiently large to be con- 
sidered a factor of almost major im- 
portance in the foundry field. A foundry 
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expansion of at least 25% has occurred 
since the summer of 1919, and most cf this 
expansion is directly attributable to auto- 
mobile demands. The decline in automo- 
bile. construction should have quite a 
marked effect on this industry. 

It is commonly considered that the auto- 
mobile industry is the most important fac- 
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Straus Preferred 
Shares Are Non- 


Speculative 


These securities differ from ordi- 
nary “stocks.” They are the issues 
of selected companies engaged in 
stable lines of business —concerns 
which are well managed, conserv- 
atively financed, having the dem- 
onstrated earning power to pay 
dividends year after year with- 
out fail. 

The conservative class of in- 
vestors who subscribe to Straus 
issues do not buy them for specu- 
lation, but as investments. The 
incomeof 7% or betteris sure. The 
principal is safe. These securities 
are exempt from normal Federal 
Income Tax. 

Write for Booklet E, “Sixty Years of Safety” 
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BOND 
SERVICE 


Special attention 
given to orders in 
bonds listed on the 
New York Stock Ex- 


change. 


We solicit such busi- 
ness as specialists, 
having our own rep- 
resentatives on the 
floor and the most 
complete facilities. 


Our Unlisted De- 
partment will be 
found equally satis- 
factory on bonds 
which are not listed, 
or are extremely in- 
active. 


Tobey & Kirk 


FOUNDED te#73 
MEMBERS NEW YORK STOCK EXCHANGE 
25 Broap StTReer, 
New York 


tor in alloy steel consumption. Yet this in- 
dustry consumed only 6.8% of the total al- 
loy steel manufactured in this country. 

Speaking generally, with allowance for 
exceptions as described, steel prosperity is 
based only to a small extent on automo- 
bile activity. It is true, however, that a 
number of plants—most of these compara- 
tively small ones—employ a great part of 
their facilities for automobile purposes. 
These plants, of course, will be more 
keenly affected by the automobile slump 
than other plants whose activities are more 
diversified. 

The Market 


There is very little in the present situa- 
tion to warrant the presumption that con- 
ditions will improve in the near future. 
The disposition to cut prices is not quite 
so pronounced as in the recent past but 
sturdy efforts toward cutting down ex- 
penses are prevailing. Labor, especially, is 


feeling the brunt of this effort toward read- . 


justmenit. 

It is claimed by the producers that there 
is no large surplus of stocks and this is 
very probably true. The buying interests, 
however, are in too uncertain a frame of 
mind to resume purchases except on a 
hand-to-mouth basis. 

Independent operations are a little better 
but not far above their lowest point. The 
leading interest is still occupied 90%, but 
tk rate of cancellations coming in at pres- 
| suggests that unléss new orders com- 
iff in can offset this in the -near future, 
a similar capacity cannot be maintained 
for more than a few months. 








AUTOMOBILE CONSUMPTION OF STEEL 
PRODUCTS 


———in Tons——__—_. 

Total Auto. % Con- 

Production Consump. sumed 

Rolled Steel 25,100,000 901,138 8.5 


621,745 


Alloy Steel. 
Based on 1919 figures. 
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While the nearby outlook appears un- 
favorable there are two sources of demand, 
which if they are increased greatly, should 
change the situation materially. One of 
these is railroad demand for steel, which 
will at least materialize to a moderate ex- 
tent. The other is the underlying demand 
of the now quiescent building industry. 
The latter has great potentialities and if 
building operations can be resumed on a 
large scale, the business coming in from 
this source would be exceedingly satis- 
factory. 





SHIPPING 











Depression Continues 

Not for six years have conditions in the 
shipping industry been so bad. Nearly 
every day registers a decline in the num- 
ber of ships in operation and this condition 
is not iimited to the United States. Great 
Britain, for example, has laid up 920 ves- 
sels aggregating a tonnage of 4,500,000 
deadweight. This is about one-fourth of 
her total tonnage. Japan is in about the 
same condition and other foreign nations 


are experiencing a reaction of similar pro- 
portions. : 

In the United States conditions are quite 
as bad. Recently the Shipping Board 
withdrew 30 vessels aggregating 180,000 
deadweight tons. Shortly there will be 
400 Shipping Board vessels out of opera- 
tion, which will bring total unused tonnage 
to about 2,250,000 tons or 25% of the 
American tonnage. 

The decline in operations has been ac- 
companied by a drop of severe proportions 
in ocean freight rates. Rates to North 
Continental points are below the level 
which can make operation profitable. Own- 
ers have fiaturaiiy sitspended operations in 
many instances. 

What makes the situation especiaily 
grave -is that the downward trend is gain- 
ing in momentum. Lower freight rates 
obviously can bring no relief as many ships 
have already stopped operation on the 
basis of present rates. To lower freight 
rates again would simply put more ships 
out of action. 

The cure naturally lies in getting more 
freight. The world wide economic situa- 
tion is so complicated, however, and gen- 
eral business activity and prosperity so 
contingent on the solution of problems 
which have barely begun to be solved that 
it is difficult to see any chance for im- 
mediate improvement. As expressed in 
these columns previously the shipping in- 
dustry is undoubtedly in for a major period 
of depression. 





LEATHER 








Activity Slightly Increasing 

It is noticeable that those industries 
which showed the first signs of deflation 
and which early succumbed to the down- 
ward movement are now affording the 
greatest resistance to bearish influences. 
In fact, they are commencing to show signs 
of some moderate improvement. This is 
particularly true of the leather industries, 
which were one of those which led ‘the 
downward swing last summer. 

The severity of the decline in the various 
leathers was extreme. Thus, calfskins 
which sold at $1 in August, 1919, have sold 
as low as 14 cents and are now quoted at 
about 17 cents. Hemlock No. 1 which sold 
in August, 1919, at 60 cents is now quoted 
at 38 cents and has been sold as low as 35 
cents. Various other grades have suf- 
fered a decline in proportion. 

Coincident with this decline, manufac- 
turing plants commenced to curtail opera- 
tions and finally practically shut down al- 
together. Last December the leather in- 
dustry, as a whole, was not running at 
more than 15-20% capacity. 

While the manufacturers and tanners 
were willing to do their share toward 
stabilizing the industry, and in fact did 
do their share, the retailers held back. The 
consumer refused to be moved from his 
policy of not buying until prices were rea- 
sonable, and as a result the retailers were 
forced to follow the procession. Since the 
holidays, there has been marked improve- 
ment. Retailers have cut prices, in many 
cases radically, and for the first time in 
several years retail prices for shoes are on 
a more or less reasonable basis. The fruits 
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of this policy are already evident and the 
public has signified that it is satisfied by 
the recent course of events, as can be seen 
from the fact that they are buying more 
shoes than for a long time. 

The result is that stocks are moving in 
a rather satisfactory manner. Retailers 
aré commencing to give orders. Jobbers 
are again more fully occupied and many 
plants have reopened on a moderate ca- 
pacity basis. Prices have even advanced 
in the raw materials but only slightly. 
Nevertheless such advances where they 
have occurred have not interfered with 
the buying movement. 

Not that the leather industry is in the 
full swing of prosperity. As compared 
with a year ago this time, conditions are 
still unfavorable. On the whole, however, 
there is sufficient improvement both in 
sentiment and in actual activity to denote 


that this important industry is slowly ex- 


tricating itself from the paralyzing situa- 
tion in which it has found itself for the 
past ten months or so. 

It is significant that export business is 
improving. Business in sole leather is bet- 
ter than it has been for a considerable 
period, and several large orders have been 
placed. Should domestic conditions in the 
leather industry improve much further 
there can be no doubt that the foreign 
buyers, who are merely waiting further de- 
velopments over here, will commence to 
put orders in large quantities. 
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Crude Prices Cut Again 


The long-overdue general cut in crude 
oil prices has arrived and the petroleum 
market gives daily evidence of continued 
weakness. Sweeping reductions have been 
made in practically every field and every 
grade of crude oil in the country. 

The reasons for this development, as pre- 
viously explained in these columns, are: 
accumulation of supplies and decline in de- 
mand. 

The long delay in bringing the level of 
crude oil prices to conform better with the 
decline in other commodities when it ar- 
rived naturally precipitated a veritable 
rush to cut prices. Seemingly there is no 
end to the number of reductions in crude 
which are reported. 

Refined products have been weak for a 
long time. In fact they were really the 
leaders in the downward movement. It is 
therefore not surprising, now that crude 
prices are being cut, that refined products 
should hold relatively firm. True there 
have been some recent cuts in gasolene but 
these are comparatively insignificant. The 
cut in kerosene, on the other hand, brings 
this product down to a fairly reasonable 
level. 

That refined products can withstand 
further pressure for any length of time is 
quite improbable. At present levels they 
are out of line with general market con- 
ditions in other industries, and the me- 
chanics of the situation points to the pre- 
sumption that they will inevitably fall in 
line. 

Weakness in market conditions naturally 
acts as a brake on buying. It is a unique 
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HE soundness of Cassatt invest- 

ment suggestions has been 
tested by an increasing clientele for 
over 48 years. 
Securities suggested must pass the 
searching scrutiny of experts. They 
must be such that we will buy them 
and own them outright ourselves. 
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service to you. “‘CASSATT OFFER- 
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IN INDUSTRIAL DISPUTES 


To. be just, one must be able to judge; to judge, one 
must know, and to know, one must measure. 


THE BEDAUX POINT SYSTEM 
OF INDUSTRIAL MEASUREMENT 


is to man-power that which the Watt or Horsepower 
is to Electrical or Mechanical energy. 

It permits PROTECTIVE REMUNERATION, and 
affords an exact comparison of respective values—ef- 
fort against time. 

It is no longer a theory—some of the largest industrial 
plants of this country have found financial gain and 
general contentment through its use (names of plants 
furnished on request). 


The Chas. E. Bedaux Company 


Industrial Engineers 


4500 Euclid Avenue Cleveland, Ohio 








economic fact that when prices commence 
to be cut, buying for the time being is af- 
fected adversely because of the lack of con- 
fidence in the stability of the market. No 
doubt prices will have to be cut consider- 
ably more before they can be stabilized and 
before demand picks up on a large scale. 

The oil industry may be said to have 
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definitely entered a period of depression 
such as has characterized many other in- 
dustries for the last few months. The very 
fact that it has delayed this entrance into 
a less favorable period, may intensify the 
effects. While there is a question as to 
how long this period will continue, it is 
evident that during the near future at least 
the trend will continue downward. 





PAPER 











Business Continues Dull 


Since the last time of writing, develop- 
ments in the paper industry have worked 
out pretty much as predicted. Practically 
all the spot markets have gone to pieces 
and the feverish bidding up of prices due 
to the then prevalent but wholly unjusti- 
fied impression of “acute shortage” is now 
conspicuous by its absence. 

While contract prices of newsprint have 
not changed, and in fact are at their peak, 
there is reason to believe that there will 
be some adjustment soon. There will be 
no change in first quarter prices, of course, 
but the price level for the second quarter 
should be lower. The trend in the spot 
market furnishes the foundation for this 
opinion. During the past two or three 
months, spot prices of newsprint have de- 
clined until it is now possible to get the 
commodity in the open market at prices 
not far removed from the contract basis. 

This is particularly fortunate for the 
smaller publishers, whose supplies are now 
more ample than they have dared to think 
they would be for many months. In the 
past two years hundreds of small publica- 
tions have been driven out of business ow- 
ing to the excessively high spot prices of 
newsprint. The jobbers were mainly re- 
sponsible for this situation. Now that the 
jobbers are practically out of the market 
and anxious to convert their stocks into 
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United States Shipping Board Emergency Fleet Corporation 


OFFERS FOR SALE 
STEEL AND WOOD SHIPS 
And Wood Hulls 


Bids will be received on a private competitive basis in ac- 
cordance with the Merchant and Marine Act at the office of the 
United States Shipping Board, 1319 F Street N. W., Washing- 


ton, D. C. 
The ships offered for sale include steel vessels and wooden 
steamers. 















The 





The steel steamers are both oil and coal burners. 
Board has established a minimum price on these vessels. 


Terms on Steel Steamers 


10 per cent of the purchase price in cash upon delivery of the 
vessel; 5 per cent in 6 months thereafter; 5 per cent in 12 months 
thereafter; 5 per cent in 18 months thereafter; 5 per cent in 24 
months thereafter; balance of 70 per cent in equal semi-annual 
installments over a period of ten years; deferred payments to 
carry interest at the rate of 5 per cent per annum. 


The two hundred and eighty-five wooden steamers for sale 
are of ten different types, as follows: Nine Daugherty ; seventeen 
* Ballin; ten Peninsula ; six Pacific American Fisheries; one Allen; 
one Lake and Ocean Navigation Company; thirteen McClelland ; 
one hundred and eighty-six Ferris; thirty-one Hough; eleven 
Grays Harbor. Also have a number of wooden hulls of various 
types. 
Terms on Wooden Steamers 
10 per cent cash on delivery. Balance in equal semi-annual 
installments over a period of three years. 


. Bids may be submitted for one or more vessels or for any 
combination of above vessels, and must be accompanied by 
certified check made payable to the United Statcs Shipping Board 

for 2% per cent of amount of the bid. 


Further information may be obtained by request sent to 
the Ship Sales Division, 1319 F Street N. W., Washington, 


D. C. 


The Board reserves the right to reject any and all bids. 


Bids should be addressed to the 
UNITED STATES SHIPPING BOARD 


and indorsed “BID FOR STEAMSHIP (Name of Ship).” 
Ship and Sail Under American Flag. 
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cash, the smaller publishers are able to 

meet their requirements at lower prices 

than those that have prevailed. 

The larger mills, which work on a con- 
tract basis, are still well occupied. But as 
general business depression continues and 
advertising falls off, consumption of news- 
print will necessarily become smaller and 
production will become affected. There is 
also the factor of European competition 
and while this is not yet strong enough to 
exert a profound impression there is no 
reason to believe that Europe will not re- 
gain her former position in the newsprint 
field. : 

Conditions in the fine paper market are 
not favorable. Business has been slow for 
some time and while more inquiries have 
been reported of late this has not resulted 
in actual business. Dealers are willing to 
make substantial concessions in order to 
get large orders. 

The board paper market is in an inter- 
esting situation. Prices recently advanced 
$10 a ton. This was said to be due to the 
better business in the shoe trade—normally 
a large consumer of board paper. 

Conditions in the tissue-paper depart- 
ment of this industry are rather chaotic. 
Mills have almost entirely closed down 
and manufacturers have resigned them- 
selves to waiting until general conditions 
improve. Wrapping paper is in about the 
same position although manufacturers are 
still holding out for high prices. It is 
difficult to see how this attitude can per- 
sist unless buyers come into the market 
quickly. 

In general, the paper industry is in an 
unsettled condition. In most cases prices 
have yet to readjust themselves to the 
newer basis. The trend, in other words, is 
downward and will remain downward 
until general business conditions are defin- 
itely improved. 





COTTON 











Has the Bottom Been Reached? 


The feeling of confidence which was so 
marked in-the cotton market after the be- 
ginning of the new year seems to be evap- 
orating. A clearer idea of the difficulties 
in the way both of cotton and cotton goods 
has resulted in a more sober feeling. 

It is basic that the statistical position of 








the commodity is unfavorable, as it has 

been for some time. Large receipts are 

coming this way and stocks are heavy. 

Additionally, the South has much cotton 

to market. That a rise in cotton futures 

can be maintained on this basis is to be 
doubted. 

Estimates for next crop acreage will 
play an important part in future cotton 
fluctuations. If, as some reports have it, 
Southern planters are going to reduce 
acreage by 40%, cotton prices will natur- 
ally advance. That the planters can put 
into execution such a drastic policy of cur- 
tailment, however, is seriously open to 
question. The natural tendency of the 
farmer is to produce as much as possible 
and it will take more than one bad year 
to convince him that a change of policy is 
desirable. That some acreage, hitherto de- 
voted to cotton, will be used for other pur- 
poses is not to be doubted, but in the aggre- 
gate this should not make much difference 
to the total crop. The inference, of course, 
is not bullish. 

Lancaster advices are not pleasant read- 
ing. The Lancashire mills depend to a 
large extent on oriental demand. China 
and India, however, are not good markets 
at present owing to famine and drought, 
and in the case of India, sporadic rebel- 
lions. The result, of course, is that the 
domestic market here is affected by these 
developments. 

The bright side to this story is that do- 
mestic textile activity is slowly improving. 
Since the beginning of the year many mills 
have reopened. Prices are firmer and de- 
mand has a healthy tone. Unfortunately 
labor has not thoroughly adjusted itself to 
new conditions and some difficulty from 
this source is anticipated. 

On the above bass, of course, the situa- 
tion is highly confused. Extremely unfav- 
orable in some respects and moderately 
encouraging in others, it is impossible to 
reach a conclusion which will be really 
definite. One thing, however, may be said 
and that is that where all factors at the 
end of the year were operating in a bear- 
ish manner this is not the case at present. 
Enough improvement has been noted to af- 
ford the basis for a moderate degree of 
optimism. The chances are, barring sud- 
den and unlooked-for developments of an 
unfavorable nature, that cotton prices have 
already seen their lowest prices, and while 
it is too much to expect a bullish demon- 
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tration in prices, it may be reasonably as- 
sumed at least that prices can stabilize 
themselves at about present levels for some 
time. 





. SUGAR 








U. S. Supplies Ample 


Tentative estimates of U. S. sugar sup- 
plies, present and future, indicate that they 
will be ample for all domestic needs, The 
carry-over of domestic beet sugar amounts 
to about 700,000 tons and adding to this 
250,000-300,000 tons available from the 
next crop for 1921 consumption, this would 
bring total beet sugar supplies close to 
1,000,000 tons. Porto Rican and Hawaiian 
sugar amounts to about the same figure 
and there are also some Philippine and 
“outside” sugars. 

Our consumption is about 4,000,000 tons, 
so that on the above basis we shall need 
about 2,000,000 tons from Cuba. The next 
Cuban crop will be about 4,000,000 tons, 
but even if it is only 3,500,000 tons, as 
thought by some, Cuba will have enough 
from us and still be able to export a large 
quantity. Assuming that the crop is 
3,500,000 tons and that we need 2,000,000 
tons of this, Cuba will have a surplus of 
about 1,500,000 tons for export either in 
the form of raw sugars, or refined sugar 
manufactured in the United States. 
Roughly, this is about 500,000 tons greater 
than was exported this way last year. 

In a general way, world supplies appear 
to be more than ample. The sugar pro- 
ducing countries of Europe“are gradually 
getting back to something like real produc- 
tion although it is still far off from pre- 
war days. Thus Czecho-Slovakia, the 
leader, is not only able to produce for 
home consumption but can send a sizable 
surplus to Other countries. This means, 
of course, less pressure in the European 
demand for Cuban sugars or our refined. 

For a long time it has been evident that 
refined sugar prices were too high as com- 
pared with raw sugar prices. The “spread” 
has been considerably reduced by this time, 
however, and it appears as if sugar will 
stabilize itself at around these levels—5.00 
cents for 96° centrifugal full duty paid 
and 7.50 cents for refined. Even at these 
prices sugar is higher than above the war, 
speaking in percentages, but it is to be 
doubted that the price can decline much 
further from now on considering the in- 
creased cost of production. On the other 
hand, an advance of any proportions is en- 
tirely unlooked for and quite improbable 
considering the statistical position of the 
commodity and general world economics. 
The best that can be expected is a greater 
degree of stability than has been seen for 
a considerable period. 

The market itself has been somewhat 
firmer of late, possibly indicating that the 
bottom has been reached. While there 
has been no unusual volume of business— 
in fact business is on a restricted scale—it 
is much better than a month ago. The 
large refiners are in the market for mod- 
erate quantities and New York interests 
have shown more activity. 

The matter of price is not so important 
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AND COMPANY 
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as market stability. Gross fluctuations in 
price have not helped the sugar interests 
any more than others. The sugar interests 
are affected just as much by the wholesale 
cancellation of business obligations, caused 
by the decline in prices, as by the actual 
loss sustained by the price decline For they 


are operating on an uncertain basis and it 


is this condition which is still highly un- 
satisfactory. However, the recent action 
of the market and the better spirit prevail- 
ing among refiners indicate that some- 
thing approximating greater stability 
should be seen before much time elapses. 
When that happens all sugar interests will 
be able to get along very well indeed even 
though, as in the case of raw sugar, prices 
are 80% below what they were in the sum- 
mer of 1920. 
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UNITED EASTERN 


The record of the United Eastern 
Mining Co. forms a pleasant contrast 
to that of the rank and file of gold pro- 
ducers. Where many other companies 
either curtailed operations or shut down, 
this company was able to engage in 
capacity operations. This record is all 
the more remarkable considering that 
the company was subject to the same 
unfavorable influences affecting other 
gold companies, such as the high cost 
of materials, labor, etc. For this re- 
sult, the highly efficient character of 
the management is directly responsible. 

The properties consist of 300 acres 
at Oatman, Arizona. It is estimated 
that there are 250,000 tons of reserves 
above the 1000-foot level. The value 
per ton is over $20, which compares 
very favorably with even such mines as 
Dome and Hollinger, where the aver- 
age value per ton is $7 and $9 respec- 
tively. At the present rate of milling 
(about 90,000 tons annually) the com- 
pany has at least three years of life 
ahead of it, which does not include the 
unexplored parts of the properties, 
The latter, it can be reasonably as- 
sumed, contain further ore bodies, so 
that -the life of the mine will probably 
be extended for more than three years. 
This, of course, is the speculative ele- 
ment. 

The value of the officially estimated 
ore bodies is about $5,000,000, compared 
with an outstanding capitalization of 
$1,363,000 ($1 par value). This would 
make the shares actually worth slightly 
under $4 each, as compared with a mar- 
ket price of about $2.50. 

Dividends were started in July, 1917, 
at the rate of 5 cents a share monthly. 
In 1918, the stock paid 62 cents and in 
February, 1919, the rate was increased 
to 7 cents monthly. Dividends are now 
being paid at the rate of 21 cents quar- 
terly. 

At the present price of the stock 
there seems to be little or no risk in- 
volved, as the holder, during the course 
of the next three years, should receive 


in dividends at least an amount equiva- 
lent to his investment. In addition, of 
course, there is the possibility that new 
ore bodies may be discovered, which 
would make his investment proportion- 
ately more valuable. 


YUKON GOLD 


As a gold mining company, Yukon 
Gold has probably seen its best days. 
Earnings from the gold mining opera- 
tions of this company have declined 
steadily during the past few years. No 
new gold properties have been added 
since 1917, and it appears that the gold 
deposits have been largely exhausted. 

The company, like other gold pro- 
ducers, has had to contend with rising 
costs at the same time that the price of its 
product remained stationary. While 
the trend is toward lower operating 
costs, it is doubtful that this can do 
the company very much good perma- 
nently, on account of the declining 
value of the properties. 

The company’s officials have frankly 
acknowledged that the life of future 
gold operations is limited. The Daw- 
son operations have about three years 
to run and the California-Idaho opera- 
tions about four and a half years. 


In recent months there have been im- 
portant developments regarding the new 
operations of the company. A very exten- 
sive tin territory in the Malay States 
has been acquired by option and pur- 
chase, and it is believed that this will 
greatly offset the decline in earnings 
from the company’s gold operations. 
At this time, it is impossible to esti- 
mate just how far earnings from this 
new source will make up the loss in 
gold revenue, so that the company’s 
future remains somewhat clouded. 

Capitalization consists of 3,500,000 
shares of $5 par value, all issued. Divi- 
dends have not been paid since Septem- 
ber, 1918, and, under the circumstances, 
it is hardly likely that they will be re- 
sumed for some time to come. The 
stock, naturally, is one in which the 
speculative element predominates.—vol. 
26, p. 848. 





GERMAN SECURITIES 
An Opinion on Status 


In a recent conversation, an international 
banker who is particularly well informea 
as to conditions in Germany expressed 
the opinion that a financial reorganization 
of that country is imperative sooner or 
later. 

We are of the opinion that those who 
are already committed to German city 
bonds might hold them until they can 
realize some profit. As to new commit- 
ments in such issues, we believe there may 
be some chance for profit, if you are in a 
position to take a speculative hazard. Of 
the city issues we should prefer Hamburg 
and Greater Berlin. 

It was also the opinion of the banker 
with whom we talked that German marks 
will within a reasonable time get back to 
3c., but he does not expect to see them 
ever regain their pre-war values. We 
would not advise small investors to take 
chances with German bonds, currency or 
other securities. 
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$4,000,000 in 8% Convertible Bonds and 
that placed it in a good financial condition. 
We believe the stock will react substan- 
tially from its present level and that there 
will be an opportunity to purchase to much 
better advantage. 





ALLIS CHALMERS 
Dividend Payer Selling Low 

Allis Chalmers we consider a good pur- 
chase at the present market. Its reports 
of business prospects for 1921 are favor- 
able; business is being booked in good 
volume, and capacity operations some time 
in 1921 seem reasonably assured. The net 
earnings for the eleven months ending 
November 30 amounted to $3,000,000 and 
final surplus after dividends to $1,300,000. 
We believe, on the reports issued by the 
company as to its general condition, that 
in any upward trend of the market the 
issue should sell ‘higher. Between $30 
and $35 paying $4 the stock looks attrac- 
tive as a specvestment. 


U S. FOOD PRODUCTS 

Should Do Well as a Food Company 

U. S. Food Products, it is estimated, 
earned for 1920, $3,000,000, or at the rate 
of $10 per share on its outstanding 300,- 
000 shares of capital stock, par value $100. 
The company has no preferred stock. Food 
Products was originally a whisky distil- 
ling corporation, the predecessor title be- 
ing Distillers Securities, but with the ad- 
vent of prohibition turned its attention to 
the manufacture of by-products of sugar, 
corn, yeast and vinegar. It prospered in 
the production of these by-products, but 
during the latter part of 1920 was affected 
by the decline in industrial conditions gen- 
erally, and at the December meeting, the 
directors passed the usual quarterly divi- 
dend of $1.50. The directors of the com- 
pany stated, at that time, that although the 
earnings justified the usual dividend pay- 
ment, they deemed it well to conserve the 
company’s cash resources. 

During 1919 and 1920 the company ex- 
pended $10,000,000 in ships, tank cars, of- 
fice buildings, factories and machinery, so 
that the estimated liquidating value of the 
stock is $120. At its present market 
price, it would appear to have discounted 
adverse factors and for a long pull spec- 
ulation has some attraction. 

For a new commitment, however, we 
suggest a dividend paying issue like Allis- 
Chalmers, paying $4 and in a sound finan- 
cial condition, which although slightly 
higher in market price, is probably worth 
the difference. The same can be said of 
Ajax Rubber, paying a dividend of $4 on 
a par value of $50. 


REPUBLIC TRUCK 


Its Improving Position 
Republic Motor Truck for the nine 
months ending September 30, 1920, showed 
a net profit of $1,200,000. The earnings 
for the last quarter, owing to the depres- 
sion in the automobile industry, are not 
expected to be as large as in the previous 
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quarters. The company temporarily sus- 
pended production in September, but re- 
sumed in October. It is estimated that 
the earnings, before taxes, will approxi- 
mate $20 a share on the common stock 
after preferred dividends. This would be 
an increase of four times the net profit 
of $4.95 a share, after taxes, reported in 
1919. The company reported January 
first, that it was not producing on the 
scale it had in previous years, as the dis- 
tributors are not purchasing to the same 
extent as in other years. The company 
has a fair stock of cars on hand, but the 
supply at this time is greater than the de- 
mand. We believe the company has a 
promising future, but just at this time 
we would prefer a purchase of Hupp 
Motors, which is on a dividend basis, re- 
ported to be in good financial condition 
and selling at quotations that appear to 
have discounted most of the adverse 
factors connected with the automobile in- 
dustry. 





AMERICAN SMELTING 


Karl Eilers versus Guggenheims 
The dispute between Mr. Karl Eilers, 
late Vice President of the American Smelt- 
ing Company and the Guggenheim family t 








over their management of the company, 
involves certain charges by the former 
that are denied by President Guggenheim, 


THE ASSETS 
more than 3 times 
the bonds. | 
THE EARNINGS | 
more than 6 times 
the interest. 


THE PRODUCT 


essential to one of 
the basic industries. 


THE COMPANY 
long established and 
prosperous. 


CONVERTIBLE 
into dividend paying 


14 Wall St. New Yorh_ 


Tel. Rector 4391 


| 
i YOUR INCOME 
more than 8% 





for 10 years 


stock. 


CAN BE BOUGHT BY OUR 
PAYMENT PLAN 


PARTIAL 


WRITE FOR DETAILS 


RECO. 








al 





a— 








who has sent a statement dated December 





30, 1920, to the stockholders of the com- 
pany inclosing the proceedings in the re- 
cent suit of Mr. Eilers. In his letter, Mr. 
Guggenheim denies all charge of improper 
conduct and asserts that at all times, he 
and his brothers have sought honestly and 
faithfully to further the interests of the com- 
pany. The court recently decided against 
Mr. Eilers on the subject of a writ on the 
ground that Mr. Eilers was given access 
to the books of the American Smelting 
Company without complying with certain 
formalities. It is difficult for anyone to 
judge at this stage all the facts, and we 
believe that stockholders should secure 
the statement dated December 30, 1920, 
and compare both versions of the story. 
We are not prepared to pass judgment, 
nor to take sides in a matter that may 
eventually come before the court, and we 
would advise every stockholder to use his 
own judgment after considering all the 
facts. We would personally hesitate to 
change boats in the middle of the stream on 
the rather meagre real information pre- 
sented—despite the lengthy printed docu- 
ment to shareholders. 





AMERICAN COTTON OIL 


No Hurry About Investing 
American Cotton Oil has shown no im- 
provement in its general position since 
the publication of the annual report for the 
year ending August 31, 1920. At that time 








the company showed a deficit of $2,400,000 
as against a surplus of approximately $2,- 
000,000 for the previous fiscal year. The 
balance sheets at that time showed cash 
assets of $3,000,000, as against $7,500,000 
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were $13,000,000 as against $8,000,000 in 
1919. The dividend was passed and there 
have been no developments in that par- 
ticular industry during the past few 
months to warrant a belief that the issue 
is any stronger than its market price in- 
dicates. We do not think it would be 
profitable to make a commitment in this 
issue just now. 
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In any event have a part of 
your money invested in Guar- 
anteed First Mortgages at 
5%4% net, where you know the 
principal is safe, and the return 
steady and sure. Some of the 
most successful speculators 
have followed this course. 
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TRANSCONTINENTAL OIL 
Situation Doubtful 


The Transcontinental Oil Company ac- 
cording to reports has made a deal with 
the Latin American Oil Company for the 
sale of holdings in Columbia and other 
South American territory. Up to date the 
Latin Company has not had any wells 
drilled on its territory and it appears to 
be purely “wild-cat.” We understand the 
financial position of the company is not 
very encouraging and generally the pros- 
pects are not too bright at present. We 
would not suggest a purchase of Trans- 
continental Oil even at these low prices 
and believe that a stock like United Retail 
Candy at about the same figure, also 
speculative of course but possessing better 
prospects for a long pull, should be a better 
speculative investment ultimately. 





HUPP MOTOR 
Operations on a Profitable Basis 


The company is now managing to cover 
expenses and in fact reported a profit in 
December, as compared with a deficit of 
about $100,000 for the month of Novem- 
ber. Sales for January, 1921, are showing 
considerable improvement and better 
things are predicted by officials from now 
on. The management is pleased with the 
results of the automobile show and the 
sales manager reports a considerable in- 
terest in the Hupp car. We understand 
that satisfaction is expressed at the way 
things are progressing and while we do 
not believe that the current year will be as 
prosperous as last year, the earnings should 
be substantial. It might not be necessary 
to make a reduction in the price of the 
car and the general outlook for the entire 
industry is satisfactory to officials of this 


THE MAGAZINE OF WALL STREET 


Offering Approx. Yield 
Government, State and Municipal. Maturity. Price. to Maturity. 
aKingdom of Belgium gold 8s .......... «.. Feb., 1941 100 7.50% 
bCity of Yonkers, N. Y., 5¥%4s.............. 1922-61 100-110.47 5.50-4.90 
aCity of Detroit, Mich., 5-5% and 6s........ 1922-51 To Yield 5.75-5.10 
aWilson, North Carolina, 6s............... 1921-52 100 6 
State of South Dakota 5%4s and 6s........ 1929-41 104.-101.21 5.70-5.40 
Public Utility. 
cGoodrich Transit Co..8s ..............0: Jan., 1935 100 8 
cOhio Gas & Electric 6s ..............0000: 1946 88 7 
cMississippi River Power 7s .........:..... Nov., 1935 91% 8 
RS Pe GS» ondasee's ew hdswnduces. Jan., 1951 95% 7.40 
Industrials. 
cBarnsdall Corporation 8s................ Jan., 1931 97 8.45 
Amer. Agric. Chem. Co. 74s .........-++: Feb., 1941 97% 7.75 
aSmallest denomination issued $500. . 
bSmallest denomination $450. 
cSmallest denomination $100. 
in the previous year, and its inventories company. The Hupp Company has been 


able to reduce cost of operations and the 
fact that it has reduced its inventory con- 
siderably and should be able to take ad- 
vantage of lower prices before many 
months have elapsed, is a favorable factor. 





NATIONAL ACME 
Earnings Satisfactory Under Conditions 


National Acme earnings for 1920 are 
estimated to be about $7 a share, after 
taxes, on the $25,000,000 stock outstanding, 
par value $50. The company, operated 
almost to full capacity during the latter 
part of 1920, but the future is somewhat 
clouded. The stock has had a decline from 
30 to 22 since the first of January, and 
would appear to be in a position to sell 
higher on any market rally. We believe, 
for the present you should continue to 
hold the issue, and on any fair recovery, 
then to consider a switch into some other 
issue. 





COSDEN & CO. 


A Very Strong Independent 

Cosden & Company is one of the strong 
brethren of the independent oils. Its 
capital consists of 1,400,000 shares of no 
par value, and $3,500,000 of 7% cumula- 
tive preferred, par value $5. The last re- 
port of the company was issued October 
31 which showed the net earnings for ten 
months of 1920 to have been $12,500,000. 
The company is one of the most successful 
of the newer concerns operating extensive- 
ly in oil developments, and we regard the 
present market price as low for this issue. 
The company has a very large production 
in Oklahoma, and extensive properties in 
Kansas and Texas. Its reports show a 
steady increase in its earnings, and it is 
believed that the annual report will show 
earnings of $15 per share for the year 
1920. It is affiliated indirectly with the 
Standard Oil Company of Indiana which 
is a strengthening factor. It is on a divi 
dend basis, and in any sustained move- 
ment in the market should sell at higher 
levels. 





CUBA CANE SUGAR PFD. 


A Comparison with Other Pref. Stocks 
Cuba Cane Sugar preferred paying 7% 
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ind selling at 94, does not appear as strong 
in investment as International Motor 
lruck 7% preferred, selling around 75, 
r General Motors 7% debentures, sell- 
ig around 76. Both of the latter issues 
ire earning fheir dividend rate with good 
nargins, and in a better market should 
ell higher. Cuba Cane appears to be a 
vell secured stock, but the conditions in 
he sugar industry are particularly un- 
favorable at this time. There is also the 
inancial condition in Cuba, which is very 
vad, to be taken into consideration. The 
company reports $30,000,000 of net quick 
assets to offset the $25,000,000 debenture 
bonds and its financial position is consid- 
ered strong. The weakness developing in 
the sugar market last year necessitated the 
marking off of inventory losses but not to 
a sufficient extent to affect the dividend. 
The company is now operating on five 
estates, but the sugar produced to date is 
very small compared with the output for 
the same period in 1919-20 when it was 
435,000 bags as compared with 19,000 bags 
in the 1920-1921 initial season. 

The company has outstanding 500,000 
shares of 7% cumulative preferred stock, 
par value $100 and 500,000 shares of com- 
mon stock of no par value. It also has 
outstanding $25,000,000 of 7% convertible 
debentures due in 1930. It owns 17 fully 
equipped sugar mills in Cuba with a work- 
ing capacity of 5,000,000 bags of raw 
sugar. 

As stated previously, while the preferred 
stock would appear to be well secured, we 
can see no reason for purchasing it at the 
present market value when other securi- 
ties can be obtained to better advantage. 





INTERNATIONAL AGRICULTURAL 
PREFERRED 


Long Range Prospects Good 
-International Agricultural preferred has 
been improving its position by degrees, 
but we could not offer a prediction as to 
just when the resumption of the full divi- 
dend rate and the paying off of back 
dividends will occur. This company is a 
leading producer of high grade phosphate, 
and the demand for that product, which 
is sold on a cash basis, has enabled it to 
offset to a large extent depressed condi- 
tions surrounding the domestic fertilizer 
industry. The demand from Europe for 
high grade rock has been very large and 
exports made at top prices. For 1921, 
however, there has been a reduction in 
the price list of about $5 per ton, but this 
has been offset by a lower labor cost. 
The company states that it does not ex- 
pect to have to do any new financing and 
there is every indication that with any 
general improvement in agricultural con- 
ditions, its status will continue to be 
bettered. This would seem to indicate 
favorable dividend action during this year. 








WHAT ABOUT CRUCIBLE’S 
$8 DIVIDEND? 
(Continued from page 470) 











The ratio of liquid assets to in- 
ventories is decidedly too low and, it 
is obvious that the company is weak on 
cash. Its liquid position is not good 
and this is the most unfavorable ele- 
ment that can be discovered in the com- 
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pary’s financial position. Under the 
circumstances, it is unlikely that the 
directors will agree to issue the balance 
of the proposed stock dividends, which 
would amount to 50% on the present 
stock. The issuance of further stock 
would necessitate larger cash disburse- 
ments, provided the present rate is 
maintained, and, considering the rela- 
tively weak cash position of the com- 
pany, this could not be considered con- 
servative. 
Looking Into the Future 


It is evident that an estimate as to 
Crucible’s future cannot be dissasso- 
ciated from the outlook for general in- 
dustry and this is rather unpromising 
at least for the immediate future. From 
the viewpoint of efficiency, however, 
the company has made marvellous 
strides. It has developed a high earn- 
ing power, and considering that it 
manufactures 95% of the high-speed 
tool steel made in this country, its 
commercial position seems assured, Its 
inventories, however, are larger than 
present cash warrants, and this is a 
source of weakness. However, this is 
counterbalanced by the fact that the 
conservative character of the manage- 
ment will not permit this element to 
become too serious a factor. In gen- 
eral it may be said that the company 
is in far better shape than many other 
industrials, and that its prospects are 
certainly no worse than those of other 
steel concerns. 

The stock is not especially cheap at 
its current price of 95 or so. Compared 
with other $8 stocks, it is selling out of 
line. Probably no other industrial is 
subject to such erratic fluctuations. 
The basis of this is to be found in tech- 
nical market considerations rather than 
in fundamentals. The active specula- 


tion in this stock generates a large 
short interest from time to time, and 
efforts to buy back the short sales 


sometimes result in very sharp ad- 
vances. A stock which is so subject to 
professional and technical influences 
cannot be classed as otherwise than 
highly speculative, notwithstanding that 
it has abundant merits of a more 
legitimate sort—vol. 27, p. 397. 





HE’S TAKING NO CHANCES 

THE MAGAZINE OF WALL STREET is in re- 
ceipt of the following communication from 
a subscriber in Yuma, Arizona: 

Dear Sirs: 

Enclosed find P. O. Order for $7.50 to 
renew my subscription to THE MAGAZINE 
or WALL Street for one year. Don’t know 
when my present subscription expires bui 
think it runs out in February or March, 
and am renewing early so as not to miss 
any. 

Very truly yours, 
Cc. & M. 

P. S. In case of change of address, 
in future, shall notify you by registered 
mail. 





NO PAPER PROFITS 
Madge—Charlie says he’s a bull on the 
market and his stocks have gone away up. 
Marjorie—Before you accept him be 
sure he’s cashed in. 

















Danish Consolidated 


Municipal Loans 


25-Year 8% Sinking Fund 
External Gold Bonds 


Unconditionally Guaran- 
teed by the 


KINGDOM OF DENMARK 


as to principal, interest 
and sinking fund by en- 
dorsement on each bond. 
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The twenty-nine municipal- 
ities (including Copenha- 
gen) issuing these Bonds 
under the approval and with 
the guarantee of the King- 
dom of Denmark, comprise 
about 80% of the urban 
population and about one- 
third of the total population 
of the country. 


The Sinking Fund provides 
for the purchase or redemp- 
tion of the entire issue at or 
before maturity at 107%. 


We offer these Bonds if, as and when 
issued and received by us subject to 
approval of counsel and change in 
price, at 


98 and interest 


Yielding About 8.29% 
to maturity 


Send for circular giving complete 
description of issue and interesting 
statistics on the credit and industrial 
strength of Denmark. 


™donpeny 


Main Offic.: National City Bank Suurting 
Uptown Office: Fifth Ave. & 43r. % 


The above information has been ob- 
tained, partly by cable, from official 
statements and statistics. While we 





do not guarantee, we believe it to be 
correct. 






































Why Thousands of 
Investors Have Never 


Lost a Dollar 


There are thousands of 
4 shrewd investors who have 
never lost a dollar of in- 
vested money. Do you 
wish to know what precau- 
tions and safeguards pro- 
tected them? 








Write for our newest book- 
let, which tells how and 
why these investors have 
been protected against loss 
and delay in payment, and 
shows how you may profit 
- the same methods. Ask 
or 


BOOKLET D-458 


SW.STRAUS &-CO. 


ESTABLISHED 1882 INCOR PORATED 


New York - 150 Broadway 
Chicago - Straus Building 





Offices in Fifteen Principal Cities 





39 Years without loss to any investor 











ORMAN 
AR MORTGAGE 


INVESTMENTS 


A Square Deal 


For 36 years a square deal has been 
given by George M. Forman & Com- 
pany to all their customers. There- 
' fore today some of the largest insur- 
ance companies are investing their 
| funds in Forman Farm Mortgage In- 
; vestment, 


netting 7% interest 


' for the same reason these securities 
have also been purchased by hundreds 
of individual investors desiring safety 
and an attractive interest return. 









Our new booklet, “Selecting Today the 
Investments of Tomorrow,” should be 
in the hands of every investor. Write 
Soa it now, using the attached coupon. 


36 yeors Wrthout Loss FoA Customer 
eorge M. Forman 
é Com 


FARM MORTGAGE BANKERS 
(ESTABLISHED 1885) 


George M. Forman & 5 
amie Casale Ste enicage, I 


Gentlemen: Without obligating me in any way, 
H please send me copy of your new booklet. 


11 So. LaSalle Sr.........Chicago, Ill. 
ct we nee ove Fa om nate «Mel 














UNRAVELING OUR TAXATION TANGLE 
(Continued from page °452) 








affected deems its burden the most onerous 
and according as it possesses means of 
formulating and expressing its plaint will 
that dissatisfaction become articulate. 
Business men feel strongly as to the op- 
pression and unwisdom of the Excess 
Profits Tax—a state of mind which, as I 
shall venture in a moment to show, is both 
sound and just. The fact, however, that 
may not be overlooked, the fact which it 
is undesirable for a body of far-sighted, 
hard-headed men of affairs to overlook 
is that other classes of the community— 
the great body of consumers—feel no less 
resentment over their tax burdens and that 
to ignore this profound, widespread even 
though inarticulate resentment is, in a 
period of social unrest such as we are now 
experiencing, supremely unwise. 

I am prepared to admit, if not all that 
has been charged against the Excess 
Profits Tax, at least enough to satisfy its 
most cordial opponents. Now in our fis- 
cal history, imposed as an emergency war 
measure, crudely devised and imperfectly 
administered, the Excess Profits Tax has 
developed a degree of friction and irrita- 
tion in the business world that goes far 
toward establishing as unsuitableness as a 
peace-time revenue measure. 

Over and above a drag-like effect upon 
general business it has operated to aggra- 
vate the tendency towards rising prices. 
This has been less in the nature of a direct 
and immediate cause, as is contended by 
many business men subject to the heavy 
burdens of the tax, than in indirect and 
complex fashion. Producers facing the 
prospect of heavy tax liabilities are en- 
couraged into unnecessary and wasteful, 
but deductible expenditure. The heavy 
cash requirements of Excess Profits Tax 
bills subject the ordinary business man to 
periodic financial strain, relief from which 
is likely to be sought by bank loans and 
further credit inflation. Finally, insofar 
as price fixing is not strictly competitive, 
producers will recoup themselves by add- 
ing some part of the tax to the consumer’s 
price, or indeed, to overprotect themselves 
by discounting the possibility of still 
higher taxes in the future. 

If the problem were merely the retention 
or repeal of the Excess Profits Tax with 
no necessary revenue-yielding alternative 
there could be little difference of opinion 
as to the wisdom of prompt repeal, quali- 
fied only by, the undesirability of other ex- 
isting war taxes. But the actual fact is 
very different; the repeal of the Excess 
Profits Tax, even of the income sur-taxes, 
at this time means the imposition of other 
taxes which will yield at least an equiva- 
lent amount. 

Of this alternative character is the pro- 
posed tax on sales or turnover, the vehe- 
ment advocacy of which has in recent days 
undergone such subsidence that the de- 
tailed scrutiny of the proposal may be 
omitted. It is enough to submit that 
neither expert opinion nor public sentiment 
are likely to approve the proposal that the 
very large part of our current federal in- 
come now derived from the Excess Profits 
Tax—probably a very much larger amount 
—should be raised by a new, untried, re- 
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gressive, cumulative tax on general con- 
sumption; and that this substitution is to 
be justified on the ground that the Excess 
Profits Tax is largely responsible for the 
high cost of living and for business un- 
settlement—inferences both scientifically 
unsound and practically unconfirmed—and 
that the tax on sales will have no such 
effects. 

The Excess Profits Tax, let me repeat, 
is a burdensome heritage from a war-time 
economy—crudely devised, inefficiently ad- 
ministered, and calling for repeal at the 
earliest date practicable. But “the earliest 
date practicable,” as we used above, means 
as soon as by the practice of vigorous 
economy and retrenchment, by the in- 
creased yield of existing sources of rev- 
enue, if necessary at augmented rates, by 
the more intelligent treatment of the float- 
ing debt the Treasury can dispense with 
the yield of the Excess Profits Tax. In 
the interim, no effort should be spared and 
no delay suffered in the amendment of its 
legislative defects and in the repeal of its 
administrative inefficiencies. But there 
should be absolute refusal to repeal the 
Excess Profits Tax at the expense of im- 
posing corresponding burdens upon the 
general consumption of the masses of 
people, with the certainty that there will 
be direct shifting of the pyramided charge 
upon the consumer, still further rise in liv- 
ing costs, and renewal in more intense 
form of social unrest. 

IV. 

T these last paragraphs, I have antici- 

pated a summary of our tax situation 
as viewed by a political economist—one 
not entirely ignorant of the grave prob- 
lems of the business world and certainly 
not unsympathetic to them—but one also 
aware of the serious condition of our fed- 
eral finances and of the extraordinary 
state of the public mind. 

My formula, in a word, is drastic re- 
trenchment in expenditure, funding of the 
floating debt instead of attempted dis- 
charge from current revenue, greater ad- 
ministrative efficiency as to existing taxes 
—all to the end, not of transferring tax 
burdens from one class to another; but, 
just as in the case of inherited war taxes 
of other periods, of effecting their entire 
removal as soon as national solvency will 
permit. 





HIGH RAIL RATES SHOULD 
FAVOR REPLOGLE 
(Continued from page 467) 











will not prove an exception to their policy. 

The stock has had a violent record, es- 
pecially during the past few months, and 
is not a suitable vehicle for average specu- 
lative investment. It cannot be called an 
investment because it is unseasoned in its 
present form, and dividends are still re- 
mote. Future price movements undoubt- 
edly will prove interesting and perhaps ex- 
citing at times. Students of the market 
claim that Replogle around 30 is in a 
strong technical position and “behaving 
well.”—vol. 25, p. 204. 
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MARKET STATISTICS 


N. Y. Times. 

N. Y. Times. Dow, Jones Avgs. S50 Stocks— 

40 Bonds. 20Indus. 20 Rails. High. Low. 
75.21 76.71 71.10 70.13 
75.40 76.40 70.70 69.76 
76.76 76.45 71.86 70.45 
76.08 76.22 72.22 70.69 
74.65 75.47 71.08 69.61 
7491 ~ 75.45 69.80 68.76 
74.77 75.68 70.98 69.73 
74.98 75.70 70.66 69.74 
75.19 76.00 71.19 70.23 
75.71 76.19 71.16 70.56 
76.23 76.67 71.68 70.76 
76.34 76.60 71.29 70.78 
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.may be realized 


As a Safe and 
Profitable Investment 
We Recommend the 


Interest and princ | gepeite in U. S&S 
Dollars at a fi of 


which at the present purchase, will yield 
about 7%; an additional profit of 80% 
when bonds are re- 
deemed. 


Ask for Circular M. W. 101 


Danish Govt. 
314% Lean of 1909 


Interest payable in London at a fixed 
rate of exchange, now yield about 8% 
income which will be increased to about 
11% on return of Sterling to parity. 


Ask for Circular M. W. 102 
Your inquiry is also invited on 


BRITISH FRENCH 
BELGIAN GERMAN 
and other European Bonds 


HUTH & CO. 


30 Pine Street, New York 


Telephone John 6214 





INVEST 


while you save 
Well secured stocks and bonds 


are selling at the lowest prices 


in a generation. Buy all you 
can and complete payment out 
of your future earnings. Let 
us explain how this can be 
done under our 


PARTIAL PAYMENT 
PLAN 


The plan has many other at- 
tractive features.. 


You have complete con- ° 
trol over your account at 
all times. 

You are assured of best 
market prices when. 
either buying or selling. 
You receive all interest 
or dividends on securities 
while under payment. 


Ask for Circular MW-26 


R. J. McClelland & Co. | 


Investment Seourities 
New York | 
* Telephone Rector 604 























Bonds of 
~~ 

Time - Tested 

e eye 

Reliability 
Investors should not over- 
look the opportunities of- 
fered today by bonds of a 
time-tested character, 
numerous issues of which 
have paid their interest 
promptly and uninter- 
ruptedly for a long period 
of years, through good 
times and bad, and are now 
selling far and away below 
their original offering 
prices. Our investment 


circular mentions bonds of 
this character. 




















Write for List No. 746 


| Spencer Trask & Co. 
25 Broad Street, New York 


ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 



















































We have carefully se- 
lected a diversified 
group of 


Sound Bonds 


and 


Preferred Stocks 


Listed on 
the New York Stock 
Exchange 
which combine 
Strong Security 
Attractive Yield 
and 


Ready Marketability 


These recommendations will 
be sent on request for MW-13 


NEWBURGER 
HENDERSON 
& LOEB 


Members N. Y.& Phila. Stock Exchanges 
100 Broadway, New York 
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Pennsylvania Railroad Co.—At the 
annual meeting on March 8th the 
stockholders will be asked to authorize 
an increase of $100,000,000 in the com- 
pany’s indebtedness, in addition to a 
balance of $64,000,000 of former au- 
thorizations unused. The proposed in- 
crease in the company’s indebtedness is 
for the purpose of assisting subsidiaries 
in their financing, especially in the way 
of providing for maturing obligations 
and for expenditures upon the property 
and for equipment that is deemed es- 
sential to further promote the develop- 
ment and economical management of 
the properties. 

Gulf, Mobile & Northern Railway 
Co.—November Gross showed an in- 
crease of 82% over the same month in 
1919, but the road reported a net op- 
erating deficit for the month of $18,940, 
agairfst a deficit of $20,859 in the pre- 
vious year. Signs of improvement, 
however, are to be seen in the operating 
ratio of the road. For the 11 months 
of 1919 the ratio was 117, but in No- 
vember this was reduced to 94.6, The 
ratio in November, 1919, was 101, while 
for the 11 months of 1919 it was 98. 

Kansas, Oklahoma & Gulf Railway 
Co.—New issues authorized. The com- 
pany has been granted authority by 
the Interstate Commerce Commission 
to issue $2,744,750 of Series “A” 6% 
bonds, $82,000 of Series “B” 6% cumu- 
lative income bonds and $6,120,500 of 
Series “C” 6% cumulative income 
bonds, all to be secured by a certain 
mortgage. The company has also been 
authorized to issue $9.120.500 par value 
of preferred stock, $729,640 par value 
of common capital stock, $51,378 of 6% 
equipment trust notes and an additional 
$346,645 of 6% equipment trust notes in 
procurement of equipment furnished by 
the American Car & Foundry Co. 
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Allis-Chalmers Manufacturing Co.— 
Net Earnings in October and Novem- 
ber, after allowance for taxes, amount- 
ed to $701,743, or an average per month 
of $350, 872, the highest monthly aver- 
age of the year. For the 11 months 
ended November 30, 1920, net earnings 
after taxes amounted to $3.227,031, 
which, after deduction of $1,937,003 for 
dividend requirements on the preferred 
and common stocks, left a surplus of 
$1,290,028. The previous surplus on 
January 1, 1920, was $10,856,007, so 
that the total surplus on November 30, 
last, amounted to $12,146,035. 

American Brass Co.—Net Profits for 
the year ended December 31, 1920, were 
$3,354,564, equivalent to $22.36 a share 
on the $15,000,000 stock outstanding. 
This compares with $2,856,140, or $19.04 
a share, earned in 1919. After dividend 
payments aggregating $1,800,000, there 
was a surplus of $1,554,564 for the 
year, increasing the company’s total 
profit and loss surplus to $24.056,776. 

American International Corp’n. — 
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Gross sales of the proprieta com- 
panies for the 11 months ended No- 
vember 30, last, showed a gain of 25% 
over the corresponding period of 1919, 
it is said. Notwithstanding this ‘in- 
crease in the volume of business, the 
corporation’s inventories as of Novem- 
ber 30, last, are said to have declined 
about 20%, compared with the end of 
the previous year, when they stood at 
$15,049,126. It is said that the corpora- 
tion closed the year in a much stronger 
financial position than had been ex- 
pected, its South American business 
having called for less financing than 
had been looked for. 


American LaFrance Engine Co.— 
Annual Report, to be made public in 
the near future, is expected to show the 
best year in the company’s history, 
both in volume of business and in 
profits. The net earnings after taxes 
are expected to show approximately 
20% on the common stock. Because 
of the nature of its business, the com- 
pany has had no inventory difficulties 
to contend with, while its cash position 
is strong. 

American Wholesale Corp’n.—Gross 
Sales for the year ended December 31, 
last, were $38. 252,909, compared with 
$35,345,711 in the previous year. The 
total earnings for the year amounted to 
$694,773, and net earnings, after federal 
income taxes, were $625,773. 


Armour & Co.—Annual Report for the 
fiscal year ended October 30, 1920, shows 
net income, after charges and taxes, of 
$5,319,975. After preferred dividends, 
this is equivalent to $1.11 a share (par 
$25) on the $50,000,000 Class “A” com- 
mon stock, and compares with net in- 
come of $14,098,506, or $13.11 a share on 
the $100,000,000 common stock of $100 
par value outstanding in the preceding 
year, the common stock being repre- 
sented by $50,000,000 of Class “A” and a 
like amount of Class “B” shares. 

Bethlehem Steel Corp’n.—Prelimi- 
nary Statement for the year ended De- 
cember 31, 1920, shows net income after 
charges and taxes of $14,458,835. This 
is equivalent after preferred dividends, 
to $18.35 on the combined A and B 
common stock outstanding, as com- 
pared with $19.80 earned in 1919 

The regular quarterly dividends of 
1%% on Class “A” and “B” common 
stocks have been declared, payable April 
1, to holders of record March 15. 

The company entered the New Year 
with $145,267,000 of business on its 
books, compared with $251,422,000 at 
the opening of 1920. 

Brier Hill Steel Co.—A surplus of $3,- 
269,188 is shown for the year ended 
December 31, 1920, after all charges and 
allowances, including dividend require- 
ments, a reserve for federal taxes and 
$948,876 for writing down inventories. 
The total surplus at the end of the year 
was $21,205, 992. Net earnings for the 
year, after income taxes, were $5,126,- 
= and gross sales were "$44,222,219, 

ola Co.—Dividend Postponed. 
Ata . yaniee meeting of the directors it 
was decided to postpone again the usual 























dividend on the common stock. The 
last dividend of $1 quarterly was paid 
on July 15, last. In explaining the 
directors’ action, President S. C. Dobbs 
stated that the necessities of the sugar 
situation and the uncertainties of the 
general financial situation had made it 
advisable to conserve the present cash 
resources of the company. He stated 
also that the company had had a pros- 
perous year. The profits for the past 
nine months ending September 30, last, 
he said, amounted to $4,080,000, before 
taxes and dividends. 

Continental Motors Corp’n.—For the 
fiscal year ended October 31, 1920, the 
corporation earned a net profit, after 
federal taxes, of $3,567,504, as com- 
pared with $3,425,725 for the preceding 
year. After dividends and payment of 
premiums on preferred stock purchased 
for cancellation, there was a surplus of 
$2,517,611, which, added to the previous 
year’s surplus, made a total surplus of 
$6,345,309. 

The balance sheet as of October 31, 
last, showed total assets of $26,457,502, 
made up for the most part of plant and 
equipment, $13,333,817; cash, $542,055; 
bills and accounts receivable, $1,007,589, 
and inventories, $11,164,999. Besides 
preferred stock, $2,151,700; common 
stock, $7,295,370, and gold notes out- 
standing, $5,000,000; the liability side 
showed notes payable, $2,590,073; ac- 
counts payable, $1,535,545, and accrued 
interest, taxes, etc., $1,327,223. 

Endicott Johnson Shoe Co.—Opera- 
tions Resumed. Owing to the receipt of 
increased orders from Europe, the com- 
pany has started its largest factories on 
full time, operating six days a week. 
The company had been running on a 
three days a week schedule for some 
time previously. 

Goodrich (B. F.) Co.—In accordance 
with the policy pursued for some time 
past, the company has declared a divi- 
dend of 34% on the preferred stock, 
payable in quarterly instalments of 
14% on April 1 and July 1, to holders 
of record March 22 and June 21. The 
directors will take action with regard to 
the May dividend on the common stock 
at a meeting in April. 

Gulf States Steel Co.—Year’s Earn- 
ings. For the year ended December 31, 
1920, the company reports net income, 
after depreciation and taxes, and after 
marking down inventory to cost or mar- 
ket, and after deducting losses on Liberty 
bonds sold, of $751,219. This compares 
with $279,421 earned in 1919. The com- 
pany announces that hereafter reports of 
earnings will be made quarterly instead 
of monthly. 

Hart, Schaffner & Marx Co.—Annual 
Report for the year ended November 
30, 1920, shows net profits, after charges 
and Federal taxes, of $2,013,055. After 
deduction of preferred dividends, this is 
equivalent to $11.87 a share on the $15,000,- 
000 common stock, and compares with net 
profits of $2,200,218, or $13.11 a share in 
the preceding year. Dividend disburse- 
ments during the year amounted to $831.- 
980, of which $600,000 was paid on the 
common stock, so that for the year there 
was an addition to surplus of $1,181,075. 

Inland Steel Co.—Annual report just 
issued for the year ended December 31, 
last, shows net profits after charges 
and Federal taxes of $4,107,061. This is 
equivalent to $16.31 a share on the $25,175,- 
175 capital stock, and compares with 
$5,065,113, or $20.24 a share on the $25,- 
019,500 capital stock outstanding in the 


P year. 

The company has increased its operations 
to 50% of capacity. Two of its three 
for FEBRUARY 5, 1921 





blast furnaces are operating with enough 
business. on hand for 60 days’ work, while 
the finishing mills have enough orders on 
hand, it is said, to run at 50% for weeks. 

Lee Tire & Rubber Co.—Regular 
Quarterly Dividend of 50c. a share has 
been declared on the common stock. 
President Watson says that sales for the 
quarter ended December 31 last exceeded 
those of $2.500,000 for the same period of 
1919. The company has current assets of 
approximately $5,000,000, of which about 
$400,000 represents cash in bank. Current 
liabilities amount to about $250,000, leav- 
ing a net working capital of $4,750,000. 

Martin-Parry Co.—Net Income for 
the 10 months ended October 31, 1920, 
is estimated at $378,000, after all charges, 
including Federal taxes. The company is 
in a strong financial position, having cur- 
rent assets of $1,672,000, of which about 
$126,000 represents cash in bank. Cur- 
rent liabilities amount to about $10.000, 
leaving net working capital of $1,632,000. 
The company has no outstanding notes, 
and all inventories have been written down 
to present market values. 

McCord Manufacturing Co.— The 
company has passed the regular quar- 
terly dividend of $1 on the common 
stock, due at this time. In a statement to 
the stockholders, President McCord says: 
“1921 sales were $15,257,672, and net earn- 
ings before Federal taxes, but after in- 
ventory adjustments, above $802,000. The 
great bulk of our inventory stands as solid 
material, therefore writing down will be 
very small, but we have to carry a large 
volume of open accounts. General ex- 
pectation seems to be for 75% of last year’s 
automobile production this year. We felt 
no shrinkage in our business until Septem- 
ber, and operated two-thirds in November, 
but only 40% in December.” 

National Biscuit Co.—Annual Report 
for the fiscal year ended December 31, 
last, shows net earnings after taxes of 
$5,543,120, equivalent to $13.02 a share on 
the $29,236,000 common stock. This com- 
pares with $5,349,363, or $12.36 a share in 
Se and $5,135,840, or $11.63 a share in 


Working capital at the end of last year 
amounted to $17,341,959, a reduction of 
about $2,000,000 from the previous year, 
caused by new plant building, chiefly. The 
new Bethune street bakery in New York 
city was completed during the year ‘and 
two of the fixed chain ovens included in 
the plant put in operation. Work was also 
started during the year on the company’s 
new warehouse and manufacturing build- 
ing at Marseilles, Indiana, which will be 
completed early in the spring and insure 
a permanence in the company’s supply of 
cartons and paper boxes. ‘ 


National Enameling & Stamping Co. 
—Dividends. When the directors meet 
on February 16 for consideration of 
dividends, they will probably declare 
payments on both common and preferred 
stock a year in advance. As last year was 
one of the best in the history of the com- 
pany, it is not expected that there will be 
any change in the common dividend rate. 
The annual report for 1920 will show net 
earnings, after taxes, interest charges and 
preferred dividend requirements, in ex- 
cess of $20 a share on the $15,591,800 
common stock outstanding. 

It is stated that incoming orders have 
been considerably curtailed since Novem- 
ber, owing to the fact that many dealers 
have been trying to clean up old stocks of 
merchandise. However, the management 
expects that spring will see a good revival 
of buying. 
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New York Dock Co.—Gross Earnings 
for December were $518,971, an increase 
of $40,643 over December, 1919, and 
surplus after charges and taxes was $108,- 
589, an increase of $30,295. 

For the year 1920 gross earnings were 
$5,836,931, an increase of $625,878 over the 
preceding year. and surplus after taxes 
and charges was $1,024,448, an increase of 
$142,632. 

North American Pulp & Paper Co.— 
Reorganization. At the annual meeting 
to be held on February 8 a proposal 
will be voted on by the stockholders to 
authorize the trustees to terminate the 
trust and sell its assets for an amount at 
least sufficient to realize $6 cash in Amer- 
ican funds for each share of common 
stock outstanding, after redemption of 
the preferred stock. Holders of each 
share of common stock wild have the right 
to exchange for one share of preferred 
and four shares of common stock of the 
Saguenay Pulp & Paper Co., par value $10. 
To make the proposal effective, two-thirds 
of the holders of North American stock 
must favor the proposal. 

Packard Motor Car Co.—Dividend 
Deferred. The directors have decided 
to defer action on the quarterly dividend 
on the common stock, upon which pay- 
ments of 25 cents a share were made in 
the last four quarters. 

According to a statement issued by the 
company, this action was taken because of 
the existing general business conditions, 
and not because of any dearth of cash, 
since the accumulated cash surplus posi- 
tion of the company would have justified 
a declaration of dividends. 

Paige-Detroit Motor Car Co.—Ac- 
cording to President H. M. Jewett, the 
company is producing 40 cars daily and 
expects to increase this to 50 a day with- 
in a few weeks. 

January orders for spring shipment, he 
Says, amount to $2,000,000 and the 
February total will exceed $2,500,000. 
The present working force numbers 800 
men, which is about one-third the maxi- 
mum, but additional employees are 
being taken on daily. 

Pressed Steel Car Co.—Stock Divi- 
dend. At a meeting held on January 21, 
the directors recommended the declara- 
tion of a 20% common stock dividend, 
increasing the authorized common stock 
issue from $12,500,000 of $100 par value to 
$50,000,000, and the exchange of the $12,- 
500,000 outstanding preferred stock, par 
$100, for an equal amount of common 
stock. The plan provides for the partici- 
pation in the stock dividend of those pre- 
ferred shareholders who see fit to convert 
their holdings into common stock. If all 
the preferred stockholders participate in 
the stock dividend, the total outstanding 
capitalization of the company, after pay- 
ment of the stock dividend, would be 
$30,000,000, and $20,000,000 would remain 
in the treasury to be used for such other 
corporate purposes as may be found de- 
sirable in the future. 

Sears, Roebuck & Co.—Scrip Divi- 
dend. The directors have declared a 
quarterly dividend of $2 a share on the 
common stock, payable in scrip on Febru- 
ary 5 to shareholders of record January 3. 
The scrip is redeemable on or before Aug- 
ust 15, 1922, with interest at the rate of 
6%. The consolidated income account of 
the company for the year ended Decem- 
ber 31 last shows a net profit, after charges 
and federal taxes, of $11,746,670. This is 
equivalent, after preferred dividends, to 
$10.65 a share on the $105,000,000 common 
stock. In the previous year the company 
reported a net profit of $18,890,125, equal 
to $24.24 a share on the $75,000,000 com- 
mon stock then outstanding. 


Transue & Williams Steel Forging 
Corp’n.—Annual report for the year 
ended December 31, 1920, shows net 
profits after federal taxes of $670,734. 
This is equal to $6.70 a .share on the 
100,000 shares of outstanding stock of no 
par value, and compares with net profits 
of $735,988, or $7.35 a share in the pre- 
ceding year. The company’s business in 
the last two or three months has shown a 
material falling-off, but latterly some of 
the plants have resumed operations, and 
the management expects further improve- 
ment in the situation from now on. 

United Drug Co.—Year’s Business. 
The year just closed is said to have 
been the biggest in the company’s his- 
tory. Exclusive of the business of Lig- 
gett’s International, Ltd., control of which 
is held by the United Drug Co., total sales, 
it is said, exceeded $75,000,000. In the 
first half of 1920 the company’s net earn- 
ings were equivalent to an annual rate of 
over $13.50 a share on the common stock, 
after preferred dividends and charges, but 
as there has been more or less contraction 
in the volume of business in recent months, 
a fair estimate would place the company’s 
earnings at an amount equivalent, after 
preferred dividends, to about 12% on the 
common stock, on which dividends at the 
rate of 8% per annum are being paid. 

United Fruit Co.—Annual Report for 
the year ended December 31, 1920, 
shows net income after interest and 
charges of $29,008,307. This is equivalent 
to about $29 a share on the $100,000,000 
capital stock. The latter amount includes 
the 100% stock dividend, which was pay- 
able to stockholders of record December 
20. On the basis of the old capitalizatio 
of $50,316,500, which was outstanding 
during the greater part of the year, the 
amount earned per share was $57.65 as 
compared with $40.05 in the preceding 15 
months. 

United Paper Board Co.—Net Earn- 
ings for the six months ended Novem- 
ber 27, 1920, before depreciation and 
income taxes, were $1,002,985, comparing 
with $165,807 for the corresponding period 
of 1919. 

United States Steel Corp’n.—For the 
three months ended December 31, last 
the corporation reports net earnings of 
$43,877,862, compared with $48,051,540 for 
the preceding quarter, and $35,791,302 for 
the December quarter of 1919. Surplus 
after federal taxes and charges was $27,- 
140,148. This is equivalent, after preferred 
dividends, to $4.09 a share on the $508,- 
302,500 common stock, and compares with 
a surplus of $30,528,639, or $4.76 a share 
in the preceding year, and $17,880,990, or 
$2.27 a share in the last quarter of 1919. 
Thus, for the full year, after all charges 
and taxes, but before depreciation and in- 
terest on its bonds, the corporation’s net 
earnings amounted to $177,174,126. The 
net available for dividends was $110,136,- 
105, compared with $76,794,582 for 1919, 
while the balance available for the com- 
mon stock was equal to $16.70 a share, as 
against $10.14 a share in 1919. 

_Monthly earnings showed a steady de- 
cline through the last quarter. These 
were $16,775,443 in October, $15,002,919 
in November and $12,099,500 in December. 
But, as a whole, the showing must be con- 
sidered exceedingly good, since the report 
covers a period when other companies, 
especially rubber, leather and kindred in- 
dustries, were getting their hardest knocks. 

Virginia Iron, Coal & Coke Co.—Net 
Earnings after charges and taxes, for the 
three months ended September 31, 1920, 
were $834,108, which is equivalent to 
$8.35 a share on the $9,980,960 capital 
stock. For the year 1920, net earnings 
were $3,263,028, or equal to about $32.70 
a share on the capital. 
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Willys-Overland Co.—Shipments are 
being made by the company at a rate, 
it is said, which will practically clear out 
ill finished cars in storage by February 
l. It is stated that at the present there 
are less than 7,000 cars in the hands of 
the company and its 5,000 dealers through- 
out the country, compared with about 
12,000 cars on hand six weeks ago. At 
present the company is manufacturing no 
cars. 

The management looks for a substantial 
automobile buying movement to begin 
about March Ist. Since stocks of Over- 
land cars in dealers’ hands will be prac- 
tically exhausted by that time any con- 
siderable demand for cars will necessitate 
the resumption of large-scale production. 








MINING NOTES 





Calumet & Hecla Mining Co.—De- 
cember Output of the company and its 
subsidiaries aggregated 7,514,300 Ibs. of 
copper, which compares with 7,326,763 
Ibs. in November, and 8,931,561 Ibs. in 
December a year ago. For the year 1920 
total output was 101,486,377 Ibs., against 
102,913,783 in 1919 and 140,387,943 in 
1918. 

Cerro de Pasco Copper Co.—Decem- 
ber Production was 5,258,000 Ibs., com- 
pared with 3,610,000 Ibs. in November and 
644,000 Ibs. in December, 1919. 

Granby Consolidated Mining, Smelt- 
ing & Power Co., Ltd—December Pro- 
duction amounted to 2,665,018 lbs. of 
copper. This compares with 2,465,585 
ibs. in November, 2,293,500 Ibs. in Octo- 
ber, 2,239,174 Ibs. in September, and 2,- 
471,200 Ibs. in August. In December, 1919, 
the output of the company was 1,544,446 
ibs., and in the same month of 1918 it 
amounted to 2,955,450 lbs. For the 12 
months ended with December the com- 
pany produced 27,101,035 lbs., contrasted 
with 23,546,119 Ibs. in 1919, and 38,808,515 
Ibs. in 1918. 

Magma Copper Co. — Important 
Strike. It is reliably reported that the 
company has made another important 
strike at the 2,000-ft. level. It is said 
that in the first cross cut of 600 ft. from 
the main shaft, a body of ore, assaying 
744% copper, was encountered. Engineers 
are now 10 feet in the ore, with the face 
of the vein averaging 15% copper. 

Pittsburg Coal Co.—Net Earnings 
for 1920 are estimated at over $12,000,- 
000 after taxes. This would be equiva- 
lent to about $20 a share on the $32,160,- 
200 common stock, after allowing for gen- 
erous depreciation, depletion, appropria- 
tions and preferred dividends. In 1919 
$7.46 a share was earned on the common 
stock, and in 1918 $21.28. 








PUBLIC UTILITIES 





Alabama Power Co.—Improvements. 
The company has been authorized by 
the Alabama Public Service Commis- 
sion to build, at a cost of approximately 

000,000, a transmission line connecting 
its hydro-electric system with that of the 
Georgia Railway, Light & Power Co., 
which, in turn, is linked with that of the 
“Tennessee and the two Carolinas. 

American Telephone & Telegraph Co. 
—The Forthcoming Annual Report of 
the company will record another year 
of satisfactory growth. The gain in 
owned stations for the fiscal year 1920 
was more than 560,000, making the total 
.as of December 31, 1920, about 8,240,000. 
Including stations of outside companies 
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connecting with the Bell System, there is 
an aggregate of approximately 12,475,000 
stations. 

: Operations for the year will show earn- 
ings on capitalization of between $11 and 


$12 per share, nearer $12 than $11. This 
represents a margin of approximately 50% 
over the $8 dividend being paid by the 
company. 

Cities Service Co.—Gross Earnings in 
December amounted to $1,826,493, an 
increase of $68,870 over December, 1919, 
and surplus, after charges and taxes, was 
$1,591,568, an increase of $36,089. 

For the 12 months ended with Decem- 
ber gross earnings were $24,698,039, an in- 
crease of $4,720,488 over the total for the 
preceding 12 months, and surplus, after 
charges and taxes, was $22,055,938, an in- 
crease of $4,705,083. 

Columbia Gas & Electric Co.—Gross 
Earnings for the 12 months ended De- 
cember 31, last, were $14,614,362, an in- 
crease of $2,491,766 over the preceding 12 
months. Surplus, after payment of fixed 
charges, taxes, etc., available for divi- 
dends, was $4,836,541, an increase of $1,- 
579,141. 

The company has declared a quarterly 
dividend of $1.50 a share, payable Febru- 
ary 15 to stockholders of record Janu- 
ary 31. This places the stock on a $6 
annual basis. The stock has been paying 
$1.25 quarterly since January, 1920, when 
the rate was increased from $1 quarterly. 

Consolidated Gas Co.—Annual Re- 
port for the year ended December 31, 
last, shows net income, after interest 
charges and taxes, of $1,308,000. This is 
equal to $1.30 a share on the $100,000,000 
capital stock, and compares with net in- 
come of $4,112,440, or $4.11 a share in the 
preceding year. After payment of divi- 
dends there was a deficit of $5,692,000, 
against a deficit of $2,909,356 in 1919. 

Consumers Power Co.—Gross Earn- 

ings in December amounted to $1,301,- 
316, an increase of $145,487 over De- 
cember, 1919. Surplus, after fixed charges 
and taxes, was $316,176, a decrease of 
$8,384, and the balance, after preferred 
nas was $248,812, a decrease of $11,- 
477 


For the year 1920 gross earnings were 
$14,157,453, an increase of $2,718,359 over 
the preceding year. Surplus, after fixed 
charges, was $2,208,857, a decrease of 
$324,360, and balance, after preferred divi- 
ae. was $1,427,256, a decrease of $335,- 


Detroit-Edison Co.—Annual Report 
for the year ended December 31, last, 
shows a surplus, after charges and taxes, 
of $2,070,936, which is equivalent to $7.48 
a share on the $27,663,000 capital stock 
outstanding. This compares with a sur- 
plus of $2,556,735. or $9.93 a share earned 
on the $25,742,700 outstanding stock in 
the preceding year. After payment of 
dividends there was a deficit for the year 
of $140,691, against a surplus of $498,204 
for the preceding year. 

Ft. Wayne, Van Wert & Lima Trac- 
tion Co.—Receiver Named. On the 
petition of the Fidelity Trust Co. of 
Philadelphia, Henry C. Paul, president 
of the Old National Bank of Ft. Wayne, 
Indiana, has been named receiver for the 
company. The petitioner alleges that the 
company has defaulted three semi-annual 
payments of interest on the 5% bonds is- 
sued on April 1, 1905, and due on July 
1, 1930. The payments of January and 
July, 1920, and January, 1921, it is alleged, 
were not made. The bonds outstanding 
aggregate $1.470,000. 

Great Western Power Co.—Gross 
Earnings in December amounted to 

,622, an increase of $149,184 over 
December, 1919, and surplus, after charges 
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and taxes, was $196,913, an increase of 
$101,861. For the 12 months ended with 
December gross earnings were $6,543,948, 
an increase of $1,150,350 over the preced- 
ing 12 months, and surplus, after charges 
and taxes, was $1,190,139, an increase of 
$284,823. 

Mississippi River Power Co.—Capital 
Increased. A special meeting of the 
sharenolders has been called tor Feb- 
ruary 10 to vote an increase of 28,410 
shares of preferred stock of $100 par 
value. The company now has a total au- 
thorized preferred issue of $6,000,000, 
which is entitled to 6% cumulative divi- 
dends. 

Montreal Light, Heat & Power Co.— 
Net Income aiter charges and ordinary 
taxes for the year ended December 31, 
last, was $3,804,506. The previous an- 
nual report, covering the year ended April 
30, 1919, showed net income of $3,605,- 
182. Dividends paid during the year 
amounted to $3,220,739, against $2,562,291 
for the preceding year, and the net result 
was a surplus of $563,767, against a sur- 
plus of $1,022,891 for the 1919 fiscal period. 

Nebraska Power Co.—Gross Earn- 
ings in November were $276,711, an in- 
crease of $36,543 over November, 1919, 
and surplus, after charges and taxes, was 
$71,461, a decrease of $22,712. 

For the 12 months ended with Novem- 
ber gross earnings were $2,831,754, an in- 
crease of $464,385 over the previous 12 
months’ total, and surplus, after charges 
and taxes, was $523,082, a decrease of 
$60,716. The*balance, after preferred divi- 
dends, was $313,082, against $373,798 for 
the preceding 12 months. 

Ohio Power Co.—Gross Earnings for 
November were $596,748, an increase of 
$212,887 over November, 1919, and sur- 
plus, after taxes and charges, was $134,- 
032, an increase of $26,554. For the 12 
months ended with November gross earn- 
ings were $5,522,989, an increase of $1,- 
022,303 over the preceding 12 months, 
and surplus, after charges and taxes, was 
$1,090,354, an increase of $153,615. After 
payment of preferred dividends there was 
a balance of $947,144, representing an in- 
crease of $88,765 over the previous year’s 
balance. 

Philadelphia Rapid Transit Co.— 
Gross Earnings in December totaled 
$3,889,911, an increase of $748,377 over 
December, 1919, and surplus, after taxes 
and fixed charges, was $427,494, an in- 
crease of $394,367. For the 12 months 
ended with December gross earnings were 
$38,807,354, an increase of $3,448,883 over 
the year 1919, and surplus, after taxes and 
fixed charges, was $382,065, a decrease of 
$1,333,811. 

Portland Railway, Light & Power Co. 
—Gross Earnings for November were 
$856,586, an increase of $116,615 over 
November, 1919, and _ surplus after 
charges and taxes was $107,234, an in- 
crease of $51,227. 

For the 12 months ended with No- 
vember gross earnings were $9,399,960, 
an increase of $816,520 over the preced- 
ing 12 months, and surplus after 
charges and taxes was $670,554, a gain 
of $16,836. : 

Southern California Edison Co.—Di- 
vidends Increased. The common stock 
of the company has been placed on an 
8% annual basis, compared with 7% 
previously paid. Vice-President A. N. 
Kent is quoted as saying that the in- 
crease in the dividend rate on the com- 
mon stock was warranted by the very 
satisfactory earnings showing in 1920, 
and the improved operating conditions 
for 1921, through more normal rainfall 
and the bringing in during the year of 
92,000 additional h.p. hydro-electric ca- 
pacity. 


Southwestern Power & Light Co.— 
Earnings Report of the company and 
its subsidiaries for the 12 months ended 
November 30, last, shows gross earn- 
ings of $9,241,363, an increase of $2,969,- 
169 over the preceding 12 months. And 
the balance after charges and taxes was 
$1,622,539, an increase of $906,306. After 
payment of preferred dividends there 
was a balance of $1,369,512, compared 
with a balance of $527,956 for the pre- 
ceding 12 months. 

Standard Gas & Electric Co.—Earn- 
ings Statement of the company and its 
subsidiaries for the 12 months ended 
November 30, last, shows gross earn- 
ings for the period of $31,836,638, com- 
pared with $26,807,124 for the preceding 
12 months, and net earnings of $11,104,- 
266, against $9,846,396. These figures 
do not include earnings of the Shaffer 
Oil & Refining Co. for the period ended 
November 30, last, which were $12,- 
550,045 gross and $4,236,126 net. 

Twin City Rapid Transit Co.—Annual 
Report for 1920 shows net income, after 
charges and taxes, of $99,099, equiva- 
lent, after deduction of preferred divi- 
dends, to $3.59 a share on the $22,000,- 
000 common stock. This compares 
with a balance of $788,352, or $2.63 a 
share earned in the preceding year on 
the common stock. 

Virginia Railway & Power Co.—For 
the fiscal year ended June 30, last, the 
company reports gross earnings of $9,- 
908,006; net operating revenue, $3,792,- 
335; gross income, $3,953,760; income 
applicable to fixed charges and rentals, 
$3,267,380; surplus over fixed and other 
charges, $1,515,639, and surplus after 
depreciation, $921,158. 

Western Union Telegraph Co.—Net 
Income for the year ended December 
31, last (month of December esti- 
mated), was, after charges and taxes, 
$12,784,750, which is equivalent to $12.82 
a share on the $99,786,727 capital stock. 

Third Avenue Railway Co.—A report 
covering the six months ended Decem- 
ber 31, last, shows a deficit of $373,927 
for the period, which compares with a 
deficit of $262,118 for the corresponding 
1919 period. In December the deficit 
was $88;819, against $78,424 in De- 
cember of the preceding year. The 
road’s net operating revenues in De- 
cember decreased $13,126, compared 
with those of the same month of 1919, 
while its total operating expenses in- 
creased $126,358. . 








OIL NOTES 


Gilliland Oil Co.—New Acquisition. 
The company has just acquired 100,000 
shares of common stock ($25 par value) 
of the Paragon Refining Co., of Toledo, 
Ohio, representing approximately a 
one-third interest in the company. 

The Paragon Co.’s refinery was re- 
cently enlarged and now has a daily 
capacity of more than 10,000 barrels. 
The company operates a fleet of 665 
tank cars, maintains its own pipe lines, 
and has storage facilities in excess of 
2,000,000 barrels of oil. 

It is stated that the purchase of the 
stock will require no new financing by 
the Gilliland Co. 

Guffey Gillespie Oil Co.—Net income, 
after charges and federal taxes, for the 
year ended August 31, last, was $3,- 
036,544, which is equivalent, after pre- 
ferred dividends, to $6.07 a share on the 
500,000 shares (no par value), outstand- 
ing common stock. 

On September 1, last, the company 
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had 166 oil wells and 19 gas wells in 
operation, an increase of 99 producing 
wells during the year. 

Houston Oil Co.—Receipts from Oil 
Business in December amounted to 
about $460,000 gross, this being the 
largest amount received from that 
source in any month thus far. The 
previous best month was November, 
when gross receipts amounted to $425,- 
000. These figures do not include pay- 
ments from the Kirby Lumber Co. on 
Houston Oil’s timber contract, nor any 
income from the Higgins Oil & Fuel 
Co., in which Houston has a 53% in- 
terest. 

Invincible Oil Corp’n.—Estimated 
Production. According to an official, 
the company will have obtained a total 
produttion of approximately 3,000,000 
barrels of crude oil by the end of 1920, 
with earnings estimated at $8,000,000 
or about $20 a shar® on the capital 
stock. 

Magnolia Petroleum Co.—Stock Divi- 
dend. The trustees of the company 
have ordered paid on December 28 
the $60,000,000 authorized capital stock 
increase, heretofore unissued, to stock- 
holders of record December 27, as a 
100% stock dividend. The usual quar- 
terly cash dividend of 14%, plus a 
special additional cash dividend of % of 
1%, also was declared, payable January 
5 to holders of record December 27 

Mexican Petroleum Co.—Production 
Increased. In the month of December 
the Huasteca Petroleum Co., whose en- 
tire capital stock is owned by the Mexi- 
can Petroleum Co., shipped 3,222,848 
barrels of petroleum and its products. 
This is an increase of 183,265 barrels 
over its November exports of 3,039,583 
barrels. 

In, addition to this, the company fur- 
nished for plant consumption, floating 
equipment, etc., 58,359 barrels, making a 
total of oil handled of 3,281,208 barrels. 

The exports were divided into 1,114,- 
680 barrels of crude oil; 1,840,073 
barrels of topped products; 324,315 
barrels of crude naphtha, and 2,139 
barrels of gasoline and gas oil. The 
United States was the largest purchaser 


of the company’s products, having 
taken 2,325,574 barrels. The United 
Kingdom came next with 176,400 


barrels. 

Middle States Oil Corp’n.—Earnings 
Report to the New York Stock Ex- 
change for the year ended December 
31, last, shows net income after charges 
and federal taxes of $7,663,730. This 
is equivalent to $7.66 a share (par $10) 
on the $10,000,000 capital stock. 

Pure Oil Co.—With the recent incor- 
poration of the Purfina Co., with plants 
at Antwerp, Belgium, the company’s 
marketing organization will be consid- 
erably enlarged abroad by the establish- 
ment of distributing centers in the 
Rhine countries. The company is also 
formulating plans for the formation of 
other export connections. 

Pure Oil Co. has earned its annual 
dividend requirements on a basis of the 
present rate of 6% and 8% on its pre- 
ferred stocks, and approximately 16% 
on its common shares, for the first six 
months of its fiscal year, which ends 
on March 31; so that the earnings of the 
last half of the period are entirely clear 
of the company’s yearly dividend re- 
quirements. ~ 

Sinclair Consolidated Oil Corp’n.— 
Work on extensions to the Sinclair 
Refineries at Coffeyville, Kansas, Kan- 
sas City, Mo., and Whiting, Indiana, 
has been suspended indefinitely and the 
men laid off. The meaning of this obvi- 
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ously is that the company intends to 
reduce expenditures until the consump- 
tion of refined oil gets back to normal, 
consumption having been on a decline 
for some months in sympathy with 
other industries and business. Present 
capacity of these three refineries will 
take care of Sinclair’s current trade, it 
is said. 

Transcontinental Oil Co.—New Ac- 
quisition. The company has formally 
taken over the Latin-American Pe- 
troleum Company of Colombia, South 
America, which holds about 600,000 
acres of prospective oil lands in that 
country. The property extends from 
the Magdalena River through the mu- 
nicipalities of El Carmen and San 
Jacinto to within 12 miles of the Gulf 
of Darien. 





BUSINESS RECOVERY 
UNDER WAY 
(Continued from page 443) 











seemed to prevail that things were go- 
ing to get worse, to one of optimism, 
in the sense that while conditions are 
not as active as might be wished, they 
are, nevertheless, making real progress 
toward betterment. 

The Labor Problem 

The growing volume of unemploy- 
ment is disquieting to some, but there 
is every reason for feeling that, as buy- 
ing activity on the part of the public 
turns toward normal and the present 
seasonal dullness in many lines passes, 
there will be reabsorption of labor on a 
more permanent basis than has existed 
during the war and post-war period. 
The excessive demand for labor during 
that era reflected special and temporary 
conditions. The reabsorption of labor 
will be worked out by industries based 
on more normal and permanent busi- 
ness demands. 

Two particularly favorable features 
of the present labor situation are: first, 
the improving efficiency manifest among 
workers as a result of the necessity of 
competing for work; and secondly, the 
reasonable attitude of labor toward the 
deflation of wages. Both of these cir 
cumstances will aid in completing the 
process of price deflation by reducing 
and stabilizing production costs. 

I believe we are justified in saying, 
therefore, that all of the major aspects 
of our business situation are consist- 
ently improving. 





MERITS OF NEW ENGLAND 
TEXTILE SECURITIES 
(Continued from page 464) 











¢e) Replacement value, whether figured 
on a par spindle basis or with reference to 
plants and real estate, is sometimes star- 
tling. One authority asserts that most 
New England textile concerns “have a 
capital ranging from $10 to $20 per 
spindle,” whereas’ replacement values at 
the present time are nearer $60 per 
spindle. 

(f) As to ratio of surplus to capital, 
Mr. Irving W. Bullard recently estimated 
that net quick assets are in many instances 
one hundred per cent in excess of capital- 














RAILROADS 


should be the first to feel the 
return of prosperity, Keep 
posted on their earnings, op- 
erating ratio and fixed 
charges, as ae statistics af- 
ford a ready index of their 
financial condition and ability 
to pay dividends. 


The previous months’ reports 
of the rai are given in 
full in our 


Monthly Railroad Bulletin 


which we will furnish free on 
request. 


We are prepared to pur 
chase small and large ye 

of all good securities on 
the Partial Payment Plan 
or on conservative mar- 
gin. 


Ask for particulars. 


James M. Leopold & Co. |} 


Members New York Stock Exchange 
7 Wall Street New York 
































NEW 


Consolidated Tables 
of Bond Values 


By Financial Publishing Co. 


The Most Comprehensive 
Tables ever published. 


YIELDS from 2.90 to 15% 


MATURITIES 6 months to 
100 Years 


Coupon Rates of 3, 3%, 4, 4%, 4%, 
4%, 5, 5%, 5%, 6, 6%, 7, 7%, 8%. 


Covers low and high yields, short and 
long maturities, even or fractional cou- 
pons—every rate commonly used, yield, 
or period of time, progressing in natural 


order. 
Price $15.00 


Write for full particulars today 


Financial Publishing Co. 


“Service Books of Finance” 


Controlling th 
Montgomery Rollins Publications 


17 Joy Street Boston, Mass. 
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THOUSANDS 
IN USE 


Conestantes p among » executives 
dorse the 


“SATELLITE” 


TYPEWRITER STAND 


Portable adjust- 
able, practical 
and convenient, 
thereby saving 
office space, and 
enabling stenog- 
raphers to do 
more work with 
less fatigue— 


The ‘‘Satellite’’ 
is adjustable as 
to height in a 
moment. Key- 
board where the 
individual typist needs it. 
made of steel. Practically indestructible 
and fireproof. New metal top makes type- 
writer almost noiseless. Will not weaken 
or loosen with use. Rolls on heavy cas- 
ters, occupies small space, and out of the 
way when not wanted. The price of the 
‘Satellite’ will interest you. Write 
Dept. D. 


Adjustable Table Co. 


Grand Rapids, Michigan 

















Informat 
the Ratgot reliable information on 





Bureau of Canadian 


Information 
THE Canadian Pacific Railway, 


through its Bureau of Canadian 


will furnish you with 





every phase of industrial and oer 
cultural development 
In the Reference Libraries = 
tained at Chicago, New York and 
Montreal are complete data on 
natural a b labor, 
a’ usiness openings, 
in Canada. Additional data 
ee constantly being added. 
No charge or obligation attaches 
to this service. Business o: 
getiee are invited to make use of 





Canadian Pacific Railway 
Department of Colonization 
and Development 


165 E. Ontario St. Chicago 
1270 Broadway New York 
335 Windsor Station Montreal 


ization, and he gives as_ illustrations 
Dwight Manufacturing Co. as having net 
quick assets of about $1,500,000, as com- 
pared with a capital of $1,200,000; Pacific 
Mills, net quick assets as $8,820,000, with 
a capitalization of $3,000,000; Great Falls 
Manufacturing Co., net quick assets as 
$1,460,000, with capitalization of $1,500,- 
000. 


Such is the quality of management that 
not infrequently corporate returns to State 
authorities show not one single dollar of 
accounts and notes payable. 

Concealed Assets 

We hear much nowadays of “concealed 
assets.” This sort of making “the outward 
show be least itself” is emphatically true 
of mill corporations. Aside from replace- 
ment value and tremendous charge-offs to 
depreciation, the book values of plant and 
real estate are ridiculously low. One mill 
broker pathetically pleads that “the large 
earnings of recent years have been hidden 
in most cases as far as possible in mark- 
ing down inventories and in every other 
way possible. This sort of thing, how- 
ever (he says), has gone far enough, and 
there is not much room for further hiding 
away (sic) of excess earnings, and lib- 
eral disbursements have started as a nat- 
ural result.” 

The writer holds no brief for New 
England Textile securities, yet he boldly 
asserts that from the investment angle, -no 
class of securities qualify more em- 
phatically in the sense of stability, con- 
servation of capital and every reasonable 
prospect of income return. 





THE WORLD’S BUSINESS 
(Continued from page 450) 











have cut off credits. Meanwhile, the home 
industries of these countries are growing. 
There is no doubt in my mind that the 
next ten years will see a wonderful devel- 
opment in all Far Eastern countries in this 
direction, for it has already set in. India, 
Ceylon, China, Hong Kong, are all putting 
down their own mash factories. India is 
building cotton mills, oil crushing mills, 
leather factories, cigarette and sweets fac- 
tories. For years the English manufac- 
turers sold towels to India, but that coun- 
try is now producing a huck towel that is 
superior to the imported variety. 

“In mentioning the opportunity that ex- 
ists, therefore, for the foreign financing of 
these home industries, I want to make it 
plain that a combination of foreign and 
native capital does not work out satisfac- 
torily. The reason is that, in all transac- 
tions with natives, the white man must be 
the principal, and cannot afford to treat 
with them as an equal. The democratic 
spirit of the American traveller has usu- 
ally reacted to his disadvantage. 

“The days of cash buying in these coun- 
tries are over, and American houses that 
did business on such a basis cannot ex- 
pect to get such good results as they ob- 
tained during the war. The Germans, of 
course, gave the longest credits before the 
war, and the English concerns were at- 
tempting to get quicker payments. It must 
be remembered that usury is the curse of 
India, and the traders there are usually 
money lenders first and merchants after- 
ward. 











“Tt would seem logical for Japan to se- 
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cure the leading place in this development 
of the countries so much closer to her, but 
her war expansion is toppling over. The 
Japanese ape the Germans in their trade 
exploitations, but overdo the thing. They 
err on the side of being too ingenious, The 
Indians, the Chinese and other peoples are 
distrustful of things Japanese, and with 
good reason. Contracts meant nothing to 
the Japanese during the war, and they are 
consequently suffering now from a tre- 
mendous flare-back. Therefore, I count 
Japan out of it. Germany is in about the 
same boat, for the reason that she has no 
banks to handle her business in the mar- 
kets where her business formerly flour- 
ished. 

“The answer, therefore, to the develop- 
ment of business with the 300,000,000 
people of India and the 400,000,000 people 
of China is a combination of English and 
American houses for supplying the needs 
of those countries as far as possible, and 
a similar combination of capital for the 
financing of the home industry which must 
sooner or_later produce the goods that are 
required.” 
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his broker to execute any open orders in 
his name. 

However, your case has extenuating 
features. In the first phace your broker 
still held 20 shares on your account so it 
could scarcely be called entirely closed. 
Secondly, when you asked your broker if 
he would hold the 200 shares bought on 
the G. T. C. it showed that: you were not 
clear in your own mind as to whether or 
not you considered the account closed. 

There is much to be said on both, sides 
of this question but we believe that unless 
you take legal action you will have to suf- 
fer the loss involved in the transaction. 
We would be interested in knowing who 
your broker was, however, and whether or 
not he advertises in the Macazinge. Then 
we might be able to help your further.— 
Epitor. 





BALANCE OF FOREIGN TRADE 
Editor, THe MaGAzine oF WALL STREET: 

Sir :—What has offset the $7,000,000,000 
balance of trade in favor of the U. S. 
during the last two years? How was it 
financed ?—T. A. 


The total excess of our merchandise 
exports over imports for 1919 and 1920 
was about $6,964,000,000. Our excess of 
gold exports over imports was about 
$185,000,000, making a total for the two 
items of nearly $7,150,000,000. This was 
offset roughly as follows: 


Post-armistice advances by 


ee 2 ae $2,000,000,000 
Foreign loans floated in U. S. 
—Government, municipal 
EE nkiit oixsaaavus 700,000,000 
Advances for relief work arid 
sales of army supplies on 
ge Se Pia gale SE Ba er 700,000,000 
Unfunded commercial credits 
extended by American 
banks and business men... 3,750,000,000 
BOR Bho 4. Copel $7,150,000,000 


(Continued on page 508) 


















—is it Yes! or No? 





Ask yourself the following questions about your 
securities: 


—are they showing an adequate return? 


—is your risk properly distributed among various 
classes of securities? 


—are the dividends assured in each case? 


—has my method of selecting investments been 
successful? 


—are my present holdings safe? 
—are they all in industries which are growing? 


—have I taken steps to avoid the mistakes of last 
year? 


—does my judgment tell me that I know more than 
a staff of investment experts? 





—would I not benefit by having an organization 
of specialists watch my investments and recom- 
mend new opportunities based on a scientific in- 
vestigation of all influencing factors? 















Unless you are fully satisfied with your answers to the 
above questions, we suggest that you write The Richard 
D. Wyckoff Analytical Staff at Forty-two Broadway, 
New York. 
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terested. 


or Margin—our specialty. 


If you cannot call, send 
for circular MW-17 





Every week we publish 
“Trading Suggestions,” 
which features active listed 


It contains the latest news 
and developments on all 
and _ has 
proven of value to our 


We will be pleased to send 


We also invite your in- 
quiries pertaining to any 
security you may own or 
in which you may be in- 


Execution of less than 100 
share orders—Investment 





Wilson & Chardon 
Members Consolidated 
Stock Exchange of New York 
62 Broadway New York 
Telephone Whitehall 1964 

















Penebscet Bidg. 


WE SPECIALIZE IN 


Detroit Motor 
Stocks 
Gladys Belle Oil 
Invader Oil of 
Oklahoma 
Noble Oil & Gas 


W. A. HAMLIN & C0. 


DETROIT STOCK EXGHANGE 
Detroit 
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The books, booklets, circulars and 








The foregoing is of course merely an ap- 
proximation. Some part of the U. S. post- 
armistice advances was made in the latter 
part of 1918. On the other hand there 
are further items, such as American in- 
vestments in foreign exchange, remittances 
by Americans to friends or relatives 
abroad, expenses of Americans travelling 
abroad, etc., which are not included. Our 
unfunded commercial credits abroad as of 
Dec. 31, 1920, can be estimated only very 
roughly.—Editor. 





FIGURING EARNINGS 
Editor, THE MaGAzINE oF WALL STREET: 

Sir :—I note in THe MaGazine or WALL 
Street of October 16, and again in the 
issue of December 11, that you report the 
earnings of the Cerro de Pasco Copper 
Corporation for various years, as follows: 
For the year 1917, $2.57 per share; for the 
year 1918, $0.27 per share; for the year 
1919, $2.54 per share. Evidently in mak- 
ing these calculations for earnings per 
share you have deducted from the reported 
profits both the interest on outstanding 
bonds and the sinking funds put aside for 
the redemption of these bonds. Not being 
an accountant, I would like to ask if this 
is correct procedure? According to my 
way of calculating net earnings, I would 
deduct only the interest on the bonds, in 
which case the earnings would be as fol- 
lows: For the year 1917, $6.29 per share; 
for the year 1918, $0.49 per share; for the 
year 1919, $2.54 per share. 

I am a stockholder in the Cerro de Pasco 
Copper Corporation and naturally am in- 
terested in upholding the reputation of the 
stock —H. W. R. 





From the standpoint of the long-pull in- 
vestor, it seems to us that every expense 
should be deducted before calculating net 
earnings. This means that not only the 
interest on the bonds, but the principal 
sum must be taken care of out of income 
before the property is worked out. This 
is just as necessary as making allowance 
for depletion of ore reserves. A mining 
investor would certainly be deceiving him- 
self if he held shares in a company whose 
ore bodies would be completely worked 
out before it could return all of the origi- 
nal capital invested, in addition to an earn- 
ing commensurate with the risk involved. 
In the same way, the shareholder would 
be deceiving himself if he calctilated his 
earnings, after deducting interest on debts, 
but before making any allowance for the 
repayment of the principal on which this 
interest is paid. True earnings can be cal- 
culated only after making all the deduc- 
tions necessary to cover redemption of 
original capital investment, all preliminary 
development and equipment charges, all 
operating expenses, all debts with the in- 
terest thereon. 

We take the position that it would be 
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consistent to calculate net earnings only 
after making allowances for both the prin- 
cipal of any debt, together with the in- 
terest thereon, and that it would be incon- 
sistent to base the calculation of earnings 
on a deduction of the interest only, regard- 


lal letters, listed below have been 
Prepared with the utmost care by in- 
— houses of the highest stand- 
ng. 

They will be mailed on request direct 
from the issuing firms to the readers 
of The Magazine of Wali Street FREE 
OF CHARGE. 

We advise our readers to frankly take 
advantage of this service, which will 
keep them in immediate touch with 
what Is going on in the Investment Field, 
without any. expense or obligation. it 
is a “Specialized Service for Clients.” 


Advertising Department 


MAGAZINE OF 
WALL STREET 


42 Broadway New York 





RAILWAY EQUIPMENT ‘TRUST 
OBLIGATIONS 


This booklet takes up the ori- 
gin of this type of security and 
the many special and peculiar 
advantages in the matter of 
safety, of comparatively high 
interest of this type of secur- 
ity. (130) 


DENMARK AS A FIELD FOR 
AMERICAN INVESTORS 


This booklet is issued by a 
high class ‘nvestment house and 
tells in clear, concise, non-tech- 
nical language the benefit of in- 
vesting in the securities of this 
country. (114) 


THE OPINION OF AN EXPERT 


The opportunity to purchase 
investment securities yielding 
high returns is rapidly passing. 
A New York Stock Exchange 
firm has prepared a circular list- 
ing securities which, in their 
opinion, should be bought by 
the wide-awake investor. (126) 


FAITH IN A SECURITY 
SHOULD BEGIN AT HOME 


This is the belief of one in- 
vestment security house and the 
story of why they have Guar- 
anteed their security is pub- 
lished in an interesting booklet, 
which will be sent upon request. 

(75) 
“HOW FORMAN FARM MORT- 
GAGES ARE MADE” 


A handsome booklet discuss- 
ing this form of investment— 
from the farmer to the house of 
issue. (24) 

COMMON SENSE IN INVESTING 
MONEY 


This booklet has been com- 
piled to help everyone who 
wishes to invest money safely. “It 
will appeal strongly to all who 
are practising thrift, who are 
spending less than they make 
and whe, from menth to month, 
and year to year, are building 
up a surplus to safeguard the 
. future. (128) 


INVESTMENTS IN NATIONALLY 
KNOWN COMPANIES 


A beautifully gouperet book, 
discussing stocks ef companies 
whose profits are based on na- 











tion-wide demand. (120) 
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i ss of any obligation to pay off the bonded 
debts at some distant date.—Ebprror. 


———_ 


INVESTMENT ASSOCIATIONS 

Editor, Tat MaGazine or WALL STREET: 

Sir :—I, a subscriber and reader of your 
MAGAZINE, have noticed several articles re- 
garding an investment association. 

1 and several other men are interested 
in an investment association, but are at a 
loss how to incorporate. We are, there- 
fore, resorting to you, hoping to receive 
from you details of organization, pro- 

dure of incorporation and any other in- 
formation which may be of value to us.— 
\. H. H. 





In your proposed investment association, 
you can incorporate or not as you please. 
f you incorporate, choose the state under 
the laws of which you wish to incorporate. 
[he provisions of each state differ from 
the others, and the procedure differs. 

You can hire an attorney to conduct the 
natter for you, or you can employ a cor- 
oration to get your charter. The Cor- 
poration Trust Company of New York is 
a good medium whose charges will be 
fair and whose advice is reliable. It will 
lo all the work and maintain a New York 
office for a nominal sum, or an office in 
any state issuing the charter. 

If you want intimate facts as to mode 
of operation before or after incorporation, 
you can get much help by writing to the 
Alexander Fund, 1828 Land Title building, 
Philadelphia, Pa.—Ebrtor. 





FINANCIAL BRIEFS 











OFFICE IN CHICAGO FOR THE 
EQUITABLE TRUST COMPANY 


The Equitable Trust Company of New 
York has announced the opening of an of- 
fice in Chicago. The office will be located 
in The National Life building, 29 South 
La Salle street. 

D. L. De Golyer has been appointed 
manager of this office. Mr. De Golyer 
has been associated with Chicago banking 
organizations since 1908. He resigns from 
John Burnham & Company to accept his 
present position. W. E. Hart has been ap- 
pointed assistant manager. Mr. Hart has 
been for a number of years the middle 
western new business representative of the 
Trust Company. 

The company has installed a private wire 
to its main office in New York. This office 
has been established in accordance with the 
company’s policy of co-operating with the 
local banks and investment dealers of the 
middle west. 


: SCOVIL CHANGES 

Charles Lee Scovil, formerly associated 
with Spencer Trask & Co. as advertising 
and sales manager, has become first vice- 
president of Medley Scovil & Co., Inc. 
H. Lamson Scovil, grandson of the founder 
of the Scovil Manufacturing Company, has 
become treasurer, and Gale McNomee, for- 
merly news editor of the Daily News Rec- 
ord and Woman’s Wear, has been made 
vice-president. Medley Scovil, founder of 
the business, continues as president. 
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WEALTH, ITS PRODUCTION AND 
DISTRIBUTION—by A. W. Kirk- 
aldy, M.A., B. Litt. (Oxon), Professor 
of Economics and Commerce Univer- 
sity College, Nottingham. 

This book is designed to explain, in a 
lucid and popular manner, the funda- 
mental facts in the Production of 
Wealth, and the causes which regulate 
its distribution. It gives an analysis 
of the functions of nature, of man, and 
of capital in the production of wealth; 
and it traces the conditions upon which 
the economic progress of mankind de- 
pends. Among the topics discussed are: 
Economics, The Production of Wealth, 
Land—a Factor in Production, Labor— 
a Factor in Production, and Capital—a 
Factor in Production. 

Price $2.35, postpaid. 





SCIENTIFIC SELLING AND AD- 
VERTISING—by Arthur Dunn, 
formerly Pres. of Fidelity Mortgage 
-& Security Co. 

Selling is used throughout this book 
in a technical sense. It means con- 
vincing your prospect of the merits of 
whatever you have to offer, whether it 
be merchandise or religion, with the 
result that he takes it and uses it and 
gives you something for it. You sell 
him merchandise when he gives money 
for your merchandise. Advertising is 
included in selling and is covered in 
connection with selling. 

Price $1.60, postpaid. 





INDUSTRY AND FINANCE—by A. 
W. Kirkaldy, M.A., B. Litt., M. Com. 
Professor of Finance in the Uni- 
versity of Birmingham. 

A very interesting and instructive 
treatise on war expedients and recon- 
struction, being the results of inquiries 
arranged by the section of economics, 
science and statistics of the British 
Association. “The Effects of the War 
on Credit Currency and Finance,” is 
very ably discussed in this volume, 

Price $2.20, postpaid. 

FINANCING A BUSINESS—by Jo- 
seph M. Regan, Editor-in-Chief, The 
Shaw Banking Series, and Editor of 
the Banker’s Monthly, Chicago, II. 
This book is not an abstract treatise 

on finance, but is rather a presentation 

of sound and dependable methods based 
on exhaustive research that will assist 
the business man to a full understand- 
ing of the financial side of his business, 
and at the same time enable him to 
simplify the problems and to avoid the 
pitfalls that are arising constantly. 
Price $3.15, postpaid. 








THE FINANCIAL POLICY OF 
CORPORATIONS—by Arthur Stone 
Dewing, Asst. Professor of Econom- 
ics, Harvard University. 

This book, in 5 volumes, is a study of 
the financial structure and the financial 
problems of large business corporations. 
The following is a brief outline of each 
of these books: 
























Include a Few Shares 


COLUMBIA MOTORS 


among your purchases before the first 
of February. 


Market 5% bid—5% asked 
We have prepared a complete analyses 
of this company, giving ~~? divi- 
dend record, earnings, etc. copy 
will be mailed to you on request. 


LEE. GUSTIN & CO. 


Members Detroit Stock Exchange 
Bank Building, Detroit 











We will sell— 


U. S. Automotive Units .. 
U. S. Mortgage Units.... 
Stevens Duryea Units 
Steelcraft. Units 

L. R. Steel (chain stores) 


Units 
Peters-Home Building 

Jnits 120. 
Rauch & Lange Units.... 
Dayton Rubber Units 
Dearborn Truck Units... 
Republic Acceptance Units 
Metro 5-50c Stores Com. 
Metro 5-50c Stores Pfd.... 
Metro Credit Units.... 
Beneficial Loan 6% 
Credit Finance 


(subject) 


We will buy— 


All above issues 
Lyons Petroleum 


Carlisle Tire Units 


R. J. McClelland & Co. 


Unlisted Department 
Rector 604 100 Broadway 

















A FAIR QUESTION 


Somebody asked us — “How 
much do you really think of 
your own securities?” 

WE SAID: 6% Prudence- 
Bonds are backed by First 
Mortgages on select, income- 
producing property. 

BUT—as a demonstration of 
our convictions as to the safety 
of these bonds, we pledge our 
entire capital and resources as 
additional security for Pru- 
dence- Bondholders. 

A word from you will bring 
our booklet No. 123 


REALTY ASSOCIATES 
INVESTMENT CORPORATION 


31 Nassau St., 162 Remsen St. 
New York City Bklyn., N. Y. 








509 














The Stock Market Outlook 


Reading Segregation Plan 
Studebaker’s Biggest Year 


Noble Oil & Gas Record 
Output 


DISCUSSED IN CURRENT ISSUE OF 


Free on Request 


isk for W-3 


R.C.MeGaRGEL & Co. 


27 Pine Street, New York 


ee 





$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 


Invested in Established 
Financial Institution 


—Enjoying unusual confidence. 


—Well protected by stringent ‘State 
Banking Laws. 


—Lending money on good security on 
the safest basis known to bankers— 
widely distributed small loans. 


—Under strong management, Ae — an 
enviable 7 years’ record of proved 
pape ota 


rtunity to share in at least 
“oe rd of the substantial profits 


—Vielding a total gf 11% te the bond 
ge now and for several years 
and growing steadily with the 
ood iieneee ef its loan service in 
many 
A a pe of every one of the 
+ security demanded by 
, 2 ae, investor, car- 
ring ye * it a large share of 


Over a Quarter Century of experience 
és finance and business management is 
behind our recommendation of this in- 


Send for Circular B giving full details. 


Clarence Hodson & [h. 

nnn FT LISHED 1893 WT 
'PECIALIZE IN SOUND SECURITIES 
VIELDING ABOVE THE AVERAGE 


26 Cortlandt St., N. Y. C. 
Branches in Many Principal Cities 











Book 1—A thorough discussion of the 
forms of corporate securities and their 
use in specific situations. 

Book 2—Gives thorough treatment of 
the financial plan and explains the func- 
tions of all concerned in carrying it out. 

Book 3—Definite suggestions for solving 
problems arising out of the financial ad- 
ministration. 

Book 4—Advice in determining the ad- 
visability of expansion ; methods of obtain- 
ing money to finance expansion; and forms 
which that expansion may take. 

Book 5—Discusses causes of failure and 
outlines the means employed in rehabilitat- 
ing a bankrupt corporation. 

Price $12.50, postpaid. 


TAFT PAPERS ON THE LEAGUE 
OF NATIONS—by Ex-President 
William Howard Taft. 

The League of Nations is the greatest 
proposition before the world today, and 
William Howard Taft is a foremost au- 
thority upon it. This collection of his 
papers groups in order the speeches, and 
the correspondence, especially with the 
White House, on points involved during 
the famous Senate deadlock. 

Price, $4.75, postpaid. 


THE GREAT GAME OF BUSINESS 
—by J. George Frederick, Treasurer 
and Governor of the New York Sales 
Managers’ Club. 

This is the first book to provide in 
specific and stimulative form the idea 
of modern business. It gives you the 
feel of business as no dozen text-books 
on business courses could. The point 
of view of the truly forward-looking, 
“go-getting” American business man is 
presented. The rules and standards of 
the business game are shown in serious 
fashion. -Business men will find it dis- 
tinctly worth while to read it them- 
selves and have their employees and 
associates read it. Price $1.60, postpaid. 


THE LEAGUE OF NATIONS AT 
WORK—by Arthur Sweetzer of the 
American Peace Commission and the 
Provisional Secretariat of the League 
of Nations. 

In this volume he tells what the League 
has. actually accomplished up to date. The 
genesis of this book lay in a series of 
articles written for the New York Evening 
Post. 

Price, $1.85, postpaid. 


ECONOMICS—by James Cunnison, 
M. A,, Lecturer in Social Economics 
in the University of Glasgow; Hon. 
Director of the Glasgow School of 
Social Study and Training. 

The author, in this volume, divides 
his matter into three sections, covering 
approximately the making of Wealth, 
Wealth as it concerns the individual, 
and Wealth as it concerns the State. 

Price $2.10, postpaid. 





SOME SCHEME 


Crawford—I remember you answered 
an advertisement that claimed to tell you 
how to make money. Did the fellow 
know how to make it himself? 

Crabshaw—He certainly did. He made 
all mine. 


THE MAGAZINE OF WALL STREET 


Establish an 


Investment Library 


It is of inestimable value to be able 
to consult back numbers of The 
Magazine of Wall Street from an 
accessible binder. 


Each issue, as received, can be se- 
curely fastened in the binder, by a 
very simple arrangement, and will 
open like a book, with all inside 
margins fully visible. 


The Magazine of Wall Street binder 
is neat, attractive and durable. It 
is bound in black Morocco Fabrikoid 
and the name of the magazine 
stamped in gold letters. Your name 
printed on cover for 25c. additional. 


Price $4.00 Each 


The Magazine of Wall Street 


42 Broadway New York 

















Two Books of Real Merit 
THE REAL ESTATE EDUCATOR 


F. M. Payne. (New Edi- 
tion 1920). A repository 
of use‘ul information for 
ready reference, espe- 
cially designed for Real 
Estate Investors, Oper- 
ators, Builders, Contrac- 
tors, Agents and Busi- 
ness Men. What you 
NEED to know, what 
you OUGHT to know. 
The New 1920 Edition 
contains The ~ Federal 
Farm Loan _ System, 
How to Appraise Prop- 
erty, How to Advertise 
Real Estate, HOW TO 
SELL REAL ESTATE, 
The Torrens System, 
Available U. S. Lands 
for Homesteads, The 
A B C’s of Realty and 
other useful information. 208 pages cloth. 
$2.00 postpaid. 


The Vest Pocket Lawyer 


This elegant work just published contains the 
kind of information most people want. You can 
know the law—what to do—what to avoid Jt 
is a daily guide—a manual of reference for the 
business man—the law student—the justice of 
the peace—the notary public—the farmer—the 








tor. 0 pages 
$1.50. Leather gilt $2.00, postpaid. 
Book Department 













































. Im T G. Bt, ec (£1).10% 
. Im TG Bt, ext.. 6d 
Kelly-S Tire, 8% p2 %Q 
$2 Lee R & Tire (n p).50c Q 
$2 Mar Parry, c (n p).50c Q 
%Q 
$1 Merritt Oil ($10)..25¢ Q 
$2 Miami Copper ($5).50c Q 
1%%Q 
%Q 
14%Q 
1%%Q 
%Q 










@ May Dep Stores, c. 2 


7% National Lead, p.. 
New Jersey Zinc.. 2 
New O, T & Mx, c. 
Pitt & W Va, p... 
Proc & G, ¢ ($20) 5 
Pullman Co....... 2 *Q 
i6% P Oil Co, ¢ ($25).td4 %Q 

$2 Rd Co, ist p ($50).50e Q 

Royal D, Am& NY 
























sh (no p)........ $1.65 
Sears, Roebuck, c..d2 
Sinclair Con Oil, p. 2 %Q 
Sloss-Sh Stl & Ir,c 14%Q 
% Stand O of Ohio, p. 14%Q 
% 1%%Q 
. Stern Bros, p ext..m1M% 
$4 St-War (no par)...$1 Q 
$1 Sub Boat (no par) .50c Q 
Tob Products, c....d144%Q 
Union Tank Car, p. 14%Q 
Union Tank Car, c. 14%Q 
. Un Cig S of A, c.. 1%% 
Woolworth (F W),c 2 %Q 


co 
3 









oe 


a 
ez 









™ ~ 


Stern Bros, p...... 




























d Payable in scrip. 








e Payable in common stock. 
t Payable in Liberty Loan bonds. 
for FEBRUARY 5 1921 


; Faidto Div. 

Ann Amt. Stock of Pay- 
Rate Name Declared Record able 
% Amer Radiator, p.. 14%Q 2-1 2-15 
7% Am Wat W&E, 1 p14%Q 2-1 2-15 
6% Asso Drygoods, 1 p1%%Q 2-11 3-1 
7% Asso Drygoods, 2p 14%Q 2-11 3-1 
7% Atch, T& S Fe, c. 14%Q 1-28 3-1 
% Atlantic Refining, p 14%Q 1-15 2-1 
3% Borden Co, c...... 4%S 2-1 2-15 
1% Burns Bros, c..... 24%Q 2-1 2-15 
7% Ch, SP, M&O, p.3%%S 2-1 2-21 
7 Ch SP,M&O,¢c.2%%S 2-1 2-21 
6% Cities Service, p.. “SM 2-15 3-1 
% Cities Service, p B “SM 2-15 3-1 
6% Cities Service, c... “4%M 2-15 3-1 
. Cities Service, ¢ ex.cl14% 2-15 3-1 
3% Col. Fuel & Iron, c. 4%%Q 2-20 
6% Columbia Gas Elec. 14%Q 1-31 2-15 
7% Cons Cigar, p..... 14%Q 2-15 3- 1 
5% Eisen (O) & Bro, c 14%Q 2-1 2-15 
£12 Gillette S Raz (n p).$3 Q 1-31 3- 2 


2-15 
2-15 
2-28 
2-10 


2-24 
3- 1 











We Advise the 
of 


Purchase 


Nowata Oil & Refining Company 
of Tulsa, Okla. 


12% Cumulative Preferred Stock 


Properties located in the 
Nowata, Osage, Tulsa, and 


Experienced, conservative management. 
four years, at rate of 1% monthly. 


90% of production is coming from old, 
No bonded indebtedness. 


Price—$100.00 


roven fields of Oklahoma, mainly in 
rter Counties. 


Dividends of 48% paid in 


settled properties. 


Share 


Circular on request. 


Wilk & Company, Inc. 


Stocks and Bonds 


140 South Dearborn St. 


Chicago, IIl. 


List Bonds Yielding Up to 844% 









































We own and offer for immediate delivery 


(subject to prior sale) 


CITY OF COBLENZ 4% BONDS OF 1920 


Printed in English and German 
Also large blocks of the following 4% issues 


Saarbruecken Berlin 


Hamburg 





We redeem: all coupons 


German Community Loan 


Write, today, for our Circular “M” 





Greater Berlin 
Munich 





Von Polenz & Co., Inc. 


60 Broadway, 


New York 


Berlin, Germany 


Pittsburgh 


Cincinnati Denver 


Boston 


Philadelphia 


Chicago Milwaukee 


































0 Announcing a Valual 
eee sows ome | for Investors @ 


Pa INVESTMENT AN 


Our new Investment and Business Service | 
been started as a result of hundreds of requests fr 
our friends and subscribers for a comprehengj 
service so compact as to give in a few minut 
reading the important conclusions so necessary 
the conduct of successful investment and busing 


















How this Service Helps the Business 


BUSINESS OUTLOOK—tThe conclusions of our an 
of business conditions as they exist in all industries. 
cess in your business depends upon your judgment of 
present and future outlook of general business owing to 
inter-relation of one industry to another. This info 
tion will guide you in the future policy of your 






















” 6 iron 
the first time, = at under $30 for so; 
real improvement apnea, no RUBBER on “provement noted, Rew rub. 
















'o indi im unsettled with oot, ead her than « f business. 
Se pee ON es eine oo bn ree 
sufficiently attractive f, *  tivi - very lar, surplus, 
under U.'S. Steel ban” {°F buyers. Price. ties Se. Manula 
at lew Point in i ui® ™re marked, Pro. TUbber goods sswupere of TRADE TENDENCIES—Supplementing the general b 
> 





ness outlook, this department indicates the present 
future trend in individual industries such as steels, moto 
rails, coppers, oils and equipments. Suggestions wo 
thousands of dollars to you may be found in 
department. 






FOREIGN TRADE—A carefully compiled digest of bi 
ness and financial conditions throughout the world. 
direct bearing of foreign trade on the prosperity of 
business of this country requires that you be thorous 
familiar with the ever changing financial and business cc 
ditions throughout the world. 


















MONEY, CREDIT AND BANKING—Keeps you post 
on the very latest developments, money rates, credit 
ditions and general banking situation. As a business 
you must know these vital factors. 


















COMMODITY PRICES—tThe recent deflation in cc 
modity prices necessitating severe losses perhaps best ill 
trates the necessity for knowing the trend of the 

materials. 


GRAPHS.—Charts showing at a glance the balance 
foreign trade, money, commodity prices and raw materi 
enable the reader to appreciate the existing condition 
Thus the man who runs may read. 




















This Service Is Unique 





This service will give reliable information on t 
trend of the Bond and Stock Market, commodi 
prices, money and credit, foreign trade and busines 
conditions, together with definite conclusions as t0 
the future. 





We are endeavoring to make this service accurat 
concise and easily understood. We believe it wil 
be the most valuable service of its kind ever offered 
to anyone. 


THE MAGAZINE OF WALL STREET 









The Magazine of Wall Street is pleased to inform 


















vice WM readers of an important change in its Investment 

Sts framtter. The new method of presenting advices on 

hensifie trend and position of the stock market makes it 

Ninutge most desirable and valuable form that has ever 

Sary 

using 

: hat this Service Contains for the Investor 

= TREND OF SECURITY VALUES—Presents the conclu- 

4 n of our analysis of the various factors that regulate the 

t of ae’ tion of security values. Realizing that after deter- 

, ning intrinsic value, the trend is the most essential single 

+x tor to be considered, we have made it the most im- 

nfo : 

_ rtant and carefully prepared feature of our service. 
BONDS—Presents trend of bond prices offering oppor- 
nities for the investor for income to also profit by price 

al bulppreciation. 

- STOCKS—Recommendations of bonds are divided into 

motege.. classifications, one for the man who wants to invest 

WotR, income, and one for the investor for profit. By listing 
mn R. securities and telling the basis of our recommendations 
investor knows what to buy and why. 

f built GRAPHS—A graphic representation of the facts enables 
e reader to determine the trend of the market at a glance. 

of i) INVESTMENTS FOR INCOME.—Definite advice recom- 

UgMBending the particular securities which may be purchased 

§ Cr income with good possibilities for advance. 
INVESTMENTS FOR PROFIT.—Specific recommenda- 
ons of securities that offer large opportunities for an ad- 





ance in price. This is not a speculative department, 
ither is it purely investment. It is Specvestment. Many 
mes the cost of the service may he earned by a single 
commendation in this department. 


NOTES ON PREVIOUS RECOMMENDATIONS.—We 
n this department so that subscribers may be kept in- 
prmed of the changing situation in regard to our pre- 
ious recommendations. You can see by this that our re- 
ponsibility does not end with the re< dation, in fact 
e record and keep you informed while the security is be- 
Further and most important, we tell you the 
















The common sense value of this service must ap- 

eal to you as a business man and investor. To 
et the benefit of our work, send your subscription 
at once. 






Subscription Price $100.00 Per Year, $30.00 for 
Three Months 


&MAGAZINE 


for FEBRUARY 5, 1921 
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Mail This Coupon Today 


THE MAGAZINE OF WALL STREET, : 
42 Broadway, New York. 


Gentlemen: Enclosed find my check for {fous for your New 


Investment and Business Service to be sent me once a week for 


an entire year bad : 
three papell beginning with the next issue. 





A New Rand McNally Service 


for Bankers and Bank Directors 


Rand McNally & Company have just published a series of ‘‘Business 


Building Bulletins’’ 


of vital importance to every bank official, bank 


director and other executive interested in better bank methods. 


i the past few years tre- 
mendous changes have been 
taking place in the banking 
world. Not only in the machin- 
ery of banks but in the policies 
for going after new business and 
for extending credit to industry 
and to agriculture, astonishing 
progress is being made. In addi- 
tion, the expansion of American 
business has created new prob- 
lems for the banks that have to 
be faced and solved. As never 
before the banker is becoming the 
directing genius both of the fac- 
tory and of the farm. 


Enormous Growth 
in Bank Deposits 


|S peer’ deposits and bank 
profits have increased enor- 
mously. But the tide is 
changing. The number of banks 
in relation to population is stead- 
ily increasing. Competition be- 
tween banks is growing keener. 
The battle for new business is 
tightening up and it will now re- 
quire renewed efforts to hold the 
gains that have been made and 
to push ahead. All these facts 
*make it of vital importance for 
bankers and bank directors to 
keep in touch with what other 
bankers are thinking and doing 
and the results of their work. 


Send the Coupon 
For Examination 


Our offer to you is on approval. 


What Leading 
Bankers Are Doing 


yw HER you are inter- 
ested most in the larger 
problems and policies of bank- 
ing, or whether you want to 
know about the methods and 
plans by which deposits are being 
built up, advertising made more 
effective, bank routine systema- 
tized and simplified, credits 
handled, new business planned 
and successfully developed, you 
will find something of genuine 
value on every page of these 
remarkable bulletins and in every 
issue of ‘“‘The Bankers Month- 
ly.” You get exactly what other 
bankers are thinking and doing, 
and many of their ideas and 
plans will aid you in your own 
work. 


The Bank Director 


UNDREDS of bank direc- 

tors, as well as the bank offi- 
cials, are beginning to realize 
that they owe it to themselves 
and their communities to take 
an active part in all these devel- 
opments, to interest themselves 
in the affairs of the bank, with 
its manner of operation, and the 
plans and policies for bank man- 
agement and promotion. ‘‘The 


Bankers Monthly,” the magazine 
of better bank methods, and 
these six “Business Building 
Bulletins,” will keep you in 
touch with the best bank thought 
and practice and give you a clear- 
cut insight into the principles of 
sound banking. You will find it 
well worth your while to fill out 
and mail the coupon below. 


° * 7 * * io 


What These Six 
Bulletins Contain 


Advertising. Covers newspaper advertising, 
letters, circulars and booklets, window dis- 
ays. Shows kind of advertising being used 
y the most successful banks. Describes 
unusually successful campaigns. 
Building Savings popesite. Some of the sub- 
ts covered in this bulletin are, When to Use 
tters to a a itors; A Plan That 
Won $50,000 Sa i oinge ring Up the Holder 
ings Bac elcoming the New 
Customer; init New Savings Ac- 
a Educating the Public to Save Regu- 
arly 
Aids to Farmers. More and more bankers are 
turning their attention to the farmers. This 
bulletin covers plans tor extending credit, 
methods of improving soil, developing better 
live stock and many similar problems. 
a Track of the Day’s Work. The pur- 
this bulletin is to help bankers keep 
their fingers on the day’s work. It covers 
analyzing the day’s business, finding a practical 
way of accruing, reports that show how the 
bank is working, how to handle interest, etc. 
Getting Profits Out of Your Accounts. This 
bulletin throws an entirely new light on getting 
profits out of accounts. It shows how to 
analyze accounts, shows what accounts are 
worth and how many banks are getting better 
profits. 
The Central File and Employees Contests. 
Some of the subjects covered in this bulletin 
are, Encouraging oy ay to Brin in De- 
posite; Lining up the Force for New Business; 
to Arrange Workers Contests; The 
Strongest Arm of the New Business Plan; A 
Simple Plan that Won $1,000,000 Deposits. 


RAND McNALLY & COMPANY 


536 S. Clark St., Chicago, Ill. 
enter my order for “The Bankers Monthly” 
satisfied I will send y 


You 
for 18 mont s—18 issues—and send me the six ‘ A 
Building Bulletins"—FREE. If 


Thousands df bank officers and bank 
directors have told us that they would 
not want to get along without “The 
Bankers Monthly.” To read this 
magazine or to sit down and study over 
these ‘‘ Business Building Bulletins”’ is 
practically equivalent to a trip through 
the world’s most successful banks. 
Many of our readers say “‘ The Bankers 
Monthly" is worth $25 a year. But 
you are to judge for yourself. We will 
lay the bulletins and a copy of the 
magazine on your desk for ten days’ 
free examination. Unless you are 
satisfied there is to be no charge. 
Simply clip the coupon and mail 
today. 


$7.50 on receipt of 


—-. Otherwise I will return the 
Bulletins and owe y: othing. 


PRD <0 Gwe db thee cckcehtncceddtestebeuasss seek . 


Street and No. . 


“The Bankers Monthly” ts the only 
bank magazine edited exclusively as 
an idea-exchange for bankers. It will 


a@ subscrip' sent 
7 

(a 

514 











